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White Paper on Foreign Economic Policy 
OW2705225989 Tokyo MAINICHI DAILY NEWS 
in English 25 May p 2—FOR OFFICIAL USE ONLY 


[Editorial: “Economic Aid From Now On”} 


[Text] The developing countries of the world are now 
facing many problems. Among them are the trade fric- 
tion between Asia’s NIEs (newly industrializing econo- 
mies) and the United States, the problem of the accumu- 
lating debts of Latin American countries, and poverty in 
some of the African countries, among others. Some of 
the problems are not likely to be resolved in the imme- 
diate future. 


Recently, an imbalance among the industrially advanced 
nations of the “North” has appeared to further compli- 
cate the situation. What action should be taken as we 
approach the 1990's? 


The Japanese Ministry of International Trade and 
Industry has issued an Economic White Paper entitled 
“The Situation of Economic Cooperation in 1988 and 
Problematical Points in the Future.” 


The white paper states that Japan, which has now 
surpassed the United States to become the world’s larg- 
est provider of economic assistance should, in the future 
also, propel comprehensive economic assistance com- 
bining the three factors of aid, direct investment and 
trade. Economic cooperation policies have been drawn 
up for the four areas of Asia, South America, Central 
America and Africa, and economic assistance guidelines 
have been set. 


It cannot be denied that, in the past, the conditions for 
providing aid were generally determined by the donor. 
Involving a combina‘ion of the three earlier mentioned 
factors, the new plan to provide economic assistance in a 
manner to meet the existing situation and characteristics 
of the different areas is a good one. 


It is regrettable, however, that the content of the policy 
for economic cooperation consists mainly of generaliza- 
tions. Regarding Asia’s NIEs, for instance, and in order 
not to magnify their friction with the United States, 
Japan’s markets should be opened wider and the indus- 
trial structure of the recipient countries should be raised 
to a higher level. Opening factories in these countries by 
Japanese enterprises might be helpful, and appropriate 
measures should be taken after dialogue with the coun- 
tries concerned. 


In addition to the basic policies directed toward the 
various areas, individual programs for different coun- 
tries in the area should be mapped out. 


JAPAN 1 


Fortunately, Japan has many research organs engaged in 
studies of various regions, and a considerable amount of 
information regarding different countries has been accu- 
mulated. The problem is that all this information is not 
being put to the fullest use from an overall standpoint. 
Effective use should be made of the available data. 


In the past few days, the yen has seen a rapid fall. In 
order for our economic cooperation to be as effective as 
possible, it is necessary to maintain a high value of the 
yen. 


The sharp increase of direct investments in the Asian 
region, centering on the manufacturing industry, and the 
increase of imports from this region and the countries of 
the developing world have, since 1985, been made 
possible by the high value of the yen. 


In the future, if Japan improves its domestic industries 
and aims at the realization of a horizontal international 
division of work, a high yen will be very necessary. 


Although the Japanese people have become quite sensi- 
tive to a high yen, a similar reaction is not likely in 
regard to a low value yen. 


Many considerations enter into the problem of aid. They 
need to be studied carefully as Japan continues its 
program of economic assistance. 


East, West Differ on Asia-Pacific Detente 
OW3105002389 Tokyo THE DAILY YOMIURI 
in English 27 May 89 p I—FOR OFFICIAL USE 
ONLY 


[By staff writer Shigefumi Takasuka] 


[Text] Representatives from East and West bloc coun- 
tries had differing views on the relationship between 
detente and the presence of U.S. forces in the Asia- 
Pacific in the Friday morning session of the conference 
on “Economic Development and Security in Northeast 
Asia” cosponsored by the YOMIURI SHIMBUN and 
the Institute for Sino-Soviet Studies at the George Wash- 
ington University in Washington. 


Scholars and government officials from Japan, the 
United States, the Soviet Union, China, North and 
South Korea, Indonesia and Mongolia, are attending the 
three-day conference held at a Tokyo hotel. 


Stanton Burnett, director of studies at the Center for 
Strategic and International Studies in Washington D.C., 
said at the third session of the conference Friday that the 
reduction of nuclear and conventional weapons was a 
reality in Europe due to the area’s peace and stability. 
Burnett stressed that the reverse is not true. 


Japanese participant Kenichi Ito, a professor at Aoyama 
Gakuin University, echoed Burnett’s views. He said that 
regional issues, particularly the dispute between Japan 
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and the Soviet Union over the northern territories, 
should be settled first before disarmament or reduction 
of nuclear forces is placed on the agenda in the Asia- 
Pacific region. 


Soviet participants disagreed with Burnett and Ito. Alex- 
ander Panov, head of the Department on Regional, 
Political and Economic Problems of the Soviet Foreign 
Ministry, said that no improvement in relations is pos- 
sible without a reduction in arms and in U.S forces in the 
region, stressing that situations in Asia and Europe are 
totally different. 


Chung Chong-wuk, a professor of international relations 
and director of the Center for International Studies at 
Seoul National University, said that it is unrealistic to 
consider arms control as the only way to achieve detente 
in the region because armament also works as a potential 
deterrent to war. 


However, North Korean participant Kim Pyong-hong, 
deputy director of the Institute for Disarmament and 
Peace, disagreed with Chung, criticizing that presence of 
U.S. forces in south Korea., The annual “Team Spirit” 
military exercises held jointly by South Korean and U.S. 
forces, Kim said, are destabilizing factors in the Korean 
Peninsula. 


During the Friday morning session, Jalbugiin Choinkor, 
an official in the Asian Affairs Bureau of the Mongolian 
Foreign Ministry, also said that unfriendly relations 
between Mongolia and China have been a destabilizing 
factor in Asia for years; however, relations are being 
normalized and, within several weeks, relations between 
Mongolian and Soviet communist parties will be 
restored. 


On Thursday, the first day of the conference, Asian 
issues related to the soviet union, the United States and 
China were discussed. 


Li Jingjie, deputy director of the Institute of Soviet and 
East European Studies of the Chinese Academy of Sci- 
ences, said that the recent movement for democracy in 
Beijing will not influence China’s foreign policy or lead 
to antiforeign nationalism because it is directed against 
corruption and injustice in the Chinese regime. 


Li, who witnessed Tiananmen Square demonstrations, 
said that there were both domestic and international 
reasons for the democratization movement. He was 
responding to concerns expressed by Kenneth Lieber- 
thal, director of the Center for East Asian Studies at the 
University of Michigan, and Sakutaro Tanino, deputy 
director general of the Japanese Foreign Ministry. 


Lieberthal and Tanino expressed concerns that the 
movement could stimulate antiforeign nationalism espe- 
cially toward Japan and the United States because of the 
extent of the countries’ economic activities in China. 


JAPAN 


Li denied the possibility, saying the situation in China 
was improving and that the movement would make the 
country more open and democratic. Li said the domestic 
causes of the movement are a high inflation rate, unfair 
distribution of wealth and corruption in the government. 


Meanwhile, Chinese activists were inspired by demo- 
cratic movements in the world, he said. Students and 
intellectuals participating in the movement will not 
blindly swing toward antiforeign nationalism because 
they have observed global trends toward democratiza- 
tion such as those in the Soviet Union, Poland and 
Hungary, and have more flexible views on capitalism 
and the Western political system than before, according 
to Li. 


Also in Thursday's session, Chinese participant Wan 
Guang, deputy director of the Center of International 
Affairs for the State Council, stressed that the postwar 
era of bipolar military confrontation was ending, to be 
replaced by a new era of “Multipolarism,” detente and 
dialogues. China intends to maintain an independent 
foreign policy based on its “Five Principles of peaceful 
Coexistence” to promote peace, stability and economic 
cooperations in Asia, with the aim of modernizing its 
economy to be completed in the mn: «ntury, Wan said. 


South Korean participant Chung .»\ at the Sino- 
Soviet normalization put China in a better position than 
any other Asian nation to contribute to settlement of the 
dispute between Japan and the Soviet Union over the 
northern territories, and to the moderation of dialogue 
on peace and reunification issues on the Korean Penin- 
sula. 


The final session on Saturday will deal with “Economic 
Cooperation and Security in Asia” with roundtable 
discussions to wrap up the three-day symposium. 


* MITI Aids Overseas High-Tech Development 
41060113 Tokyo SANKEI SHIMBUN in Japanese 
23 Apr 89 p 7—FOR OFFICIAL USE ONLY 


[Excerpt] On 22 April the Ministry of International 
Trade and Industry [MITI] announced that Japan will 
provide full-scale support and cooperation to Asian 
regions, such as ASEAN countries, in establishing scien- 
tific mensurative technologies which are a nucieus of the 
kind of industrial foundation absolutely essential to 
high-tech based regional economic development. As its 
first step, MITI will invite government administrators 
and industrial leaders from China, Thailand, and other 
participating countries to Tokyo in October of this year 
to attend the first symposium involving both public and 
private sectors for an exchange of opinions. Prime Min- 
ister Takeshita, during his tour of ASEAN countries in 
late April, will announce Japan’s intention to strengthen 
its economic cooperation, and MITI’s aid plan may be 
pursued as one of concrete measures to be undertaken to 
implement this Asian economic cooperation policy. 
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In various Asian regions, such as the ASEAN countries 
(Thailand, Malaysia, and so on), NIE’s [newly industri- 
alizing economic societies] countries (Korea and others), 
China, and India, a great deal of work is being poured 
into the maintenance of industrial bases, something 
which is vital in advancing economic development. The 
problem area to which every country is devoting a great 
deal of effort is the establishment of mensurative tech- 
nology, as, without it, production and quality controls in 
high-tech industries cannot be achieved. However, 
deterred by a shortage of technicians and of R&D 
{research and development] funds, their own technology 
in this particular field is no more than that of the 
“developing countries.” 


For this reason, the various Asian countries have been 
vociferously requesting Japanese technical cooperation. 
Adding to Prime Minister Takeshita’s posture of support 
for increased economic cooperation, something to be 
made clear during his tour of the ASEAN countries, 
Japan, realizing that she will be pressed even harder on 
the issue of more tightly knit, horizontal division of 
labor, among other matters, has decided to offer full- 
scale support and cooperation. 


The 3-day symposium on mensurative technology will be 
held in Tokyo, beginning 25 October 1989. Its executive 
committee, headed by Kiyoshi Aoki, chairman of the 
Federation of Japan Weighing Apparatus Industry, 
draws its members from both the public and private 
sectors. The committee members who will work closely 
in the planning and implementation of the symposium 
are: Yuji Tanahashi, chief of MITI’s Machinery and 
Information Industries Bureau; Kozo lizuka, director of 
the Agency of Industrial Science and Technology; and 
Shozo Yokokawa, chairman of Japan Electric Measure- 
ment Instrumentation Indusiry Association. Specific 
items, such as the question of which countries should be 
invited to participate, will be decided at the executive 
committee’s first meeting, scheduled for 24 April. 
According to the current plan, beth government and 
industrial representatives of the following countries will 
be invited: Thailand, Pakistan, India, Indonesia, Singa- 
pore, Malaysia, the Philippines, Korea, China, and Hong 
Kong. For the purposes of discussion, the symposium 
will be divided into two sections, “Technologies 
required in building factories” and “Technology in the 
field of high-tech industries,” and the outcome of the 
debate will be compiled into in a report. [passage omit- 
ted] 


Overseas Business Boests Bank Profits 
OW3105101589 Tokyo THE JAPAN TIMES 

in English 30 May 89 p 12—FOR OFFICIAL USE 
ONLY 


[Text] Increased lending and a brisk rise in international 
transactions helped major commercial banks post record 
net profits in the business year that ended in March, 
officials of the banks said Monday. 


JAPAN 


The combined after-tax profits of the 13 top city banks 
soared to a record high of Y [yen] 1.25 trillion on an 
unconsolidated basis in fiscal 1988, a rise of 35.6 percent 
from the previous year. 


Amid vigorous economic activity on the domestic frouat, 
loans to both corporate and individual bor:owers 
expanded sharply, they said. 


Pretax profits rose to Y2.7 trillion, a jump of 25.2 
percent, and gross income totaled Y23.89 trillion, an 
increase of 23.6 percent. Both figures are record annual 


highs. 


A rise in fees from financial businesses, such as mergers 
and acquisitions and option tradings, also helped boost 
the record after-tax profits of the banks, the officials 
said. 


Among the 13 banks, Sumitomo ranked first with 
Y 198.31 billion in after-tax profits, up 78.3 percent from 
the preceding fiscal year. It is the first time in three years 
that the Osaka-based bank emerged as the top earner. 


After registering as No. | in fiscal 1985, Sumitomo 
dropped to fifth position in fiscal 1986 and fiscal 1987 
because of huge losses resulting from the merger of the 
ill-managed Heiwa Sogo Bank, a spokesman for Sumit- 
omo said. 


Dai-Ichi Kangyo Bank, which ranked No. | in fiscal 
1987, posted record after-tax profits of Y198.31 billion, 
up 78.3 percent over the previous year. 


Fuji Bank came in third with Y171.95 billion, up 34.3 
percent, followed by Mitsubishi Bank with Y 167.35 
billion, a rise of 38.3 percent, and Sanwa Bank with 
Y 155.50 billion, up 35.8 percent. 


Mitsuzuka Views on Foreigy Policy Issues 
OW0906111489 Tokyo MAINICHI SHIMBUN 
in Japanese 7 Jun 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] The Uno cabinet is said to have been born of the 
need to smooth the way for the pending diplomatic 
agenda, including the upcoming summit (the summit 
meeting of industrial nations). Amid the trend of major 
shifts in international politics, as seen in the progress in 
the East-West dialogue and Sino-Soviet reconciliation, 
Japan was the only country compelled to deal with a 
diplomatic vacuum in the wake of prolonged political 
confusion. MAINICHI SHIMBUN interviewed Foreign 
Minister Mitsuzuka to hear about how he would grapple 
with many tasks, including restoring international cred- 
ibility undermined by the Recruit financial scandal and 
defsing trade frictions between Japan and the United 
States. 
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{[MAINICHI SHIMBUN] Suppression of student dem- 
onstrations by force in China is drawing strong criticism 
from countries all over the world. How will Japan, as a 
neighboring country of China, cope wit! this? 


[Mitsuzuka] The situation in China is fluid and we will 
mate all efforts to watch the trends. Japan-China rela- 
tions are important bilateral relations and I hope that 
China will restore calm as soon as possible. 


[MAINICHI SHIMBUN] How will you carry out your 
diplomacy? 


{[Mitsuzuka] I felt keenly that Japan has become a 
superpower of the world when I attended a conference of 
the Organization for Economic Cooperation and Devel- 
opment (OECD). I think that I, as the foreign minister, 
must keep this in mind. Although our country is an 
economic superpower, it will not become a military 
superpower. In keeping with this position whereby Japan 
will become an economic superpower with little military 
strength, we must formulate a firm political and admin- 
istrative framework. I want to exert all efforts to make 
individual nations in the world, including Asian and 
Pacific nations, think that “Japan is a trustworthy and 
correct nation.” 


{[MAINICHI SHIMBUN] You seem to be particulary 
conscious of Asia, are you not? 


[Mitsuzuka] I think that the time has come for Japan to 
play its role as a member nation of Asia. We are 
obtaining understanding from Asian nations at long last 
that Japan is an economic superpower and a peace- 
loving nation with little military strength. However, 
there still remains unrest in Asia “over Japan.” We 
should conduct our diplomacy with deep soul-searching, 
aware that Japan caused troubles for Asian nations 
during World War II. 


{[MAINICHI SHIMBUN] Japan-U:S. relations remain 
awkward because of trade frictions. What is your view of 
this? 


[Mitsuzuka] Japan-U.S. relations are the pillar of our 
nation’s diplomacy. The situation has come to the point 
where the United States has invoked the super 301 
provision (the provision concerning sanctions against 
nations practicing unfair trade). We must avoid a dead- 
locked situation in which the first economic superpower 
and the second economic superpower clash face to face 
on individual issue. I think that both sides can find a way 
to resolve these trade frictions if they deal with them in 
a spirit of dialogue, understanding each other’s position. 


{[MAINICHI SHIMBUN] Would you explain matters to 
be kept in mind at talks? 


[Mitsuzuka] It is necessary for the sapanese side to make 
comprehensive responses transcending the framework of 
government offices. 


JAPAN 


It is important to definitely say yes or no. If the Japanese 
side makes no conclusion at prolonged negotiations, it 
will cause distrust on the part of the other side. 


[MAINICHI SHIMBUN] The Paris summit (the summit 
meeting of industrial nations) in July draws near. What 
is your view of it? 


{Mitsuzuka] The issue of the cumulative debt of devel- 
oping countries should be tackled through coordination 
among industrial nations in the future. Japan should 
make contributions to resolving the issue of the earth’s 
environment, using its advanced technology and eco- 
nomic power. 


{MAINICHI SHIMBUN] What sort of approach will 
you take to make progress in Japan-Soviet relations, 
including the northern territories issue? 


[Mitsuzuka] I want to build stable relations with the 
Soviet Union by concluding a peace treaty after resolv- 
ing the territorial issue. We will continue holding work- 
ing-level talks for a peace treaty between deputy foreign 
ministers of the two countries. I plan to hold a get- 
acquainted meeting with the Soviet foreign minister 
when I attend the UN General Assembly in September. 
If my official schedule permits, I will be able to visit the 
“Soviet Union. I want to respond positively to cultural 
and economic exchanges. 


{MAINICHI SHIMBUN] Will General Secretary Gor- 
bachev’s visit to Japan be discussed at Japanese-Soviet 
foreign ministerial talks early next year? 


{Mitsuzuka] I think that “his visit to Japan” will take 
concrete form early next year. I think his visit will 
materalize within this year if there is no political confu- 
sion caused by the Recruit financial scandal. It was said 
that the “genera! secretary’s visit to Japan is at hand” at 
the time when I chaired a Diet Committee on Rules and 
Administration session considering the Peace and Order 
Maintenance Law last December. 


[MAINICHI SHIMBUN] The improvement of relations 
with the DPRK (North Korea) is stalled a little. What do 
you think of this? 


(Mitsuzuka] The improvement of relations with North 
Korea is an important diplomatic task. We must tackle 
this, while cool-headedly analyzing developments. In 
particular, two crewmen of the “No 18 Fujisan Maru” 
are being held in North Korea. I feel as if my heart breaks 
when I think of the suffering of their families. It is 
unfortunate that there is no diplomatic relations between 
Japan and North Korea. Governmental negotiations are 
under way through third countries. I want to make these 
negotiations fruitful. 


[MAINICHI SHIMBUN] Is there any prospect of resolv- 
ing this issue during your term? 
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[Mitsuzuka] I will try to realize that prospect. 


{[MAINICHI SHIMBUN] According to foreign news 
reports, Japan’s image appears to have been undermined 
by the political confusion caused by the Recruit financial 
scandal. What do you think is necessary to restore the 
image? 


[Mitsuzuka] The new cabinet should implement various 
political reforms. Each politician, cabinet member, and 
parliamentary vice minister should properly and cor- 
rectly carry out what they must do. 


Dnited States 


Uno on Tackling Telecommunication Problem 
OW3105135789 Tokyo JiJ1 in English 1235 GMT 
31 May 89—FOR OFFICIAL USE ONLY 


{Text] Paris, May 31 (JIJI PRESS)—Japan will first 
attempt to solve the telecommunicatitns problem with 
the United States before addressing “super 301” issues, 
Japanese Foreign Minister Sosuke Uno said Wednesday. 


Uno, attending the ministerial meeting of the Organiza- 
tion for Economic Cooperation and Development 
(OECD) here, said Japan will propose early bilateral 
talks on the telecommunications issue, but reiterated 
Japan’s refusal to enter into super 301 negotiations with 
the United States. 


Japan was targeted by the United States last week for 
alleged unfair trade practices in supercomputers, satel- 
lites and forest products. Under the super 301 clause of 
the 1988 omnibus trade act, the United States must 
negotiate an end to the practices, and if the talks fail, it 
will slap retaliatory sanctions on Japanese goods. 


(Words indistinct] has termed the super 301 decision 
unfair unilateral measure. In a meeting Tuesday, U.S. 
Trade Representative Carla Hills and Japanese Minister 
of International Trade and Industry Hiroshi Mitsuzuka 
remained far apart in their contentions. 


But Japanese government leaders, concerned that wors- 
ening bilateral relations might adversely affect the free 
trading system as a whole, decided to give the telecom- 
municatios problem precedence over the super 301- 
related issues. In a worst-case scenario, Washington will 
decide by the end of June whether to levy 100 pct 
punitive tariffs on Japanese imports. 


The government hopes to find a solution to the telecom- 
munications issue, which revolves largely around Motor- 
ola Inc.’s demand for access of its products to the cellular 
phone market in Tokyo and Nagoya, within a month or 
so. 


JAPAN 


Examination of U.S. Stance on Satellites 
OW0506090389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 3 Jun 89 p 2—FOR OFFICIAL 
USE ONLY 


{Article by staff writer Izumi Oshima: “Satellites: 
Despite Exports, U.S. Hits Market’’} 


[Text] When the U.S. last week charged that Japan’s 
communications satellite market was closed to foreign 
imports, it knew it was going to raise cries of protest on 
this side of the Pacific. Perhaps it didn’t know it was 
going to raise some eyebrows, too. 


This, the Japanese say, is an industry that has long taken 
a backseat to most other bilateral disputes. It’s an 
industry that Japan has had difficulty getting off the 
ground, and one in which U.S. manufacturers outsell 
their Japanese counterparts—in Japan and everywhere 
else. 


“We would rather like to ask the U.S. why they picked up 
satellites as one of the targets of retaliation,” said Kazu- 
hide Kinugawa, dey,uty director fort he space communi- 
cations policy division of the Posts and Telecommuni- 
cations Ministry. 


“Unlike semiconductors, for example, the U.S. Govern- 
ment has never given notice as far as communications 
satellites are concerned,” he added. 


Even a representative of a leading U.S. manufacturer 
questioned the inclusion of satellites in the May 25 
release of the U.S. Trade Representative’s [USTR] Super 
301 list of foreign markets closed to American products. 


“Super 301 is rather a misplaced kindness—though that 
is just my personal view,” said William M. Kamei, Japan 
representative of Hughes Aircraft International Service 
Co., which has produced two of Japan’s satellites. 


At issue, said the USTR, is what it described as a 
Japanese policy of prohibiting government and govern- 
ment-affiliated agencies from procuring foreign satellites 
“if such a purchase interferes with indigenous develop- 
ment objectives.” 


In other worlds, Japan has been pursuing a long-range 
government project to develop its own communications 
satellites. And—like the FSX jet fighter project—Amer- 
ican manufacturers want to be included. 


Since 1977, the government has launched three commu- 
nications satellite projects. U.S. firms are said to be eager 
to be involved in the fourth, which will be carried ovt 
sometime in the future. 


But, Japanese officials point out, of the six communica- 
tions satellites that Japan has either launched or plans to 
launch, all four owned by private companies have been 
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supplied by Hughes Aircraft Cc. and Ford Aerospace 
Corp. of the U.S. And even NHK, Japan’s public broad- 
casting company, has oo a broadcasting satellite, 
from General Electric Co 


“That's already five out of eight,” stressed Kinugawa. 
“That shows the market is completely open.” 


“This issue,” said Jiro Kondo, president of the Science 
council of Japan, “has risen because of U.S. concern over 
laige-scale competition in the future.” 


Japan now has an overwhelming lead in many high-tech 
fields, including semiconductcrs. Satellites are not yet a 
threat, but they may be, Kondo said. “The U.S. is 
anxious about it, and has already taken a defensive 
position.” 


Naturally, some American manufacturers have a differ- 
ent view. 


“There is the belief in the U.S. that Japan’s satellite 
industry was develoned in 2 protected fashion,” said R. 
Bruce Gerding, Asia and Pacific president of TRW 
Overseas Inc. 


JAPAN 


Government entities, including the National Space 
Development Agency of Japan and Nippon Telegraph 
and T.\ephone Corp., the telecommunications giant, 
“have a policy of purchasing domestic satellites” to 
develop an autonomous industry, Gerding said. 


To be sure, about 30 percent of the Y [yen] 66.3 billion 
development cost of the two C%3-3, the government’s 
latest satellite, was financed by N:\SDA. Most of the rest 
came from NTT. 


White Kamei of Hughes Aircraft says he has no criticism 
of Japan's satellite policy, he explained some Americans’ 
concern: “In th2 U.S., we can provide a satellite at half to 
a third of the price in Japan, including all related 
/ervices... So, some Americans say, why doesn’t Japan 
biuy more U.S. satellites?” 


Responded Shigeru Aoe, director of the space activity 
planning division in Japan’s Science and Technology 
Agency: “The government has never told NTT not to 
buy U.S. products.” In fact, 20 percent of the parts used 
in the government-supported CS-3 and U.S.-made, he 
said. 


The Japzaese Government acknowledges that the pur- 
pose of its CS development policy is to ““autonomously 
establish a basic technology, which each nation should 
possess,” Aoe of the Science and Technology Agency 
said. “As long as Japan's technology is below standard, 
the government will continue to acquire technology to a 
certain point.” 


Communications Satellites in Japan 
CS-3 JCSAT SUPERBIRD 
Launch date a: Feb.’88 1: March’89 a: May’89 
b: Sept.’88 2: Sept.’89 b: Oct."89 
National space Administrator Japan Communications Space Communications 
Development Agency of Japan Satellite C .. Corp. 
Manufacturer Japanese consortium Hughes Aircraft Co. Ford Aerospace Corp 
Transponders C-band: 4 Ku-band: 64 Ka-band: 20 
Ka-band: 20 Ku-band: 38 
Orbit duration 7 years 10 years 10 years 


Note: CS-3B is a back-up for CS-3a, and is not used at 
present. 


U.S. Urged To Change Economic Structure 
OW0206122289 Tokyo ASAHI EVENING NEWS 
in English 1 Jun 89 p 5—FOR OFFICIAL USE ONLY 


(“Comment and Analysis” article by Ken Koshiba: 
“Level Playing Field”) 


[Text] As expected, the United States has branded Japan 
an unfair trading nation, but the number of items 
targeted for possible retaliation has been reduced to only 
three (supercomputers, satellites and forest products). 
Still, the stigman remains. 


Two other countries—Brazil and India—have also been 
cited but this comes as no ronsolation to the Japanese 
who know that America’s only real target is Japan. the 
naming of the two nations is seen as a tactical move to 
create the impression that Japan is not the only offender. 


The “unfair” citation threatens to poison the climate of 
negotiation between Japan and the Unitec! States. Ve ash- 
ington is portrayed as playing a dual role as both 
prosecutor and judge. Thus trade bargaining between the 
two countries would be essentially a one-way strect. 


Japan has two options. One is to take the blame lying 
down and work out compromises with the United States. 
The other course, one that is now officially favored, is to 
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fight it out at an international trade tribunal—the Gen- 
eral Agreement on Tariffs and Trade (GATT). A third 
alternative—Ignoring U.S. demands at the risk of retal- 
iation—is unlike!y. 


Whatever the settlements that may be finally reached, 
they would make only a small dent in America’s huge 
trade deficit with this country. So tensions in bilateral 
relations would continue, possibly escalating to the point 
where some draconian measures would become neces- 


sary. 


What, then,. should be done to bring the trade gap to 
more manageable proportions? The fundamental pre- 
scription is “structural reform.” In fact, the governments 
of the two countries are apparently moving to address 
specific “structural impediments.” That is the bright 
side to the trade friction. 


The Bush administration has proposed setting up a 
bilateral body to thrash out such deep-seated problems. 
And the Takeshita cabinet, soon to be replaced by a new 
team headed by someone else, seems inclined to accept 
that proposal—witi one condition attached: America, 
too, should attack its own structural problems. 


On the Japanese side the changes that must be made 
involve, for example, the distribution structure, the 
pricing mechanism, the practice of “dango” (informal 
negotiation) among bidders and the interlocking “keir- 
etsu” networks of companies. Among the U.S. problems 
are the low saving rate, the federal budget deficit and the 
lag in industrial competitiveness. 


In the past few years Japan has made significant progress 
in “economic structural reform,” the theme of the 
famous 1986 Maekawa Report, which called for shifting 
the main thrust of growth from exports to imports. By 
covitrast, U.S. efforts to reform its consumption-oriented 
economy have made little headway, as evidenced by the 
still large budget and trade deficits. 


Americans like to argue that the two countries should 
play the trade game on a “level playing field.”” Often the 
underlying assumption is that Japan has its own unique 
ways of doing things—a set of habits, customs, attitudes, 
etc. that are not identical with America’s and that Japan 
therefore must change them. But the playing field won’t 
become level unless America also changes its ways. 


‘Super 301’ Taken as Reminder of Promises 
OW0106042189 Tokyo THE JAPAN TIMES 

in English 31 May 89 p 18S—FOR OFFICIAL USE 
ONLY 


[By staff writer Hiroshi Ueda] 


[Text] Although U.S. Trade Representative Carla Hills 
did not mention in her report a “side letter,” prepared by 
Japanese Ambassador to Washington Nobuo Matsunaga 
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and attached to the 1986 bilateral semiconductor agree- 
ment, it served as a catalyst for her to include Japan as an 
unfair trader for its semiconductor trade practices. 


In September 1986, Japan, and the U.S. signed the 
Arrangement on Semiconductors, Japan agreed to fur- 
ther open its markets to foreign semiconductor manu- 
facturers. 


The side letter said, “The Government of Japan recog- 
nizes the U.S. semiconductor industry’s expectation that 
semiconductor sales in Japan of foreign capital-affiliated 
companies will grow slightly above 20 percent of the 
japanese market in 5 years. 


“The Government of Japan considczs that this can be 
realized and welcomes its realization. The attainment of 
such an expectation depends on competitive factors, the 
sales efforts of foreign capitalaffiliated companies, the 
purchasing efforts of the semiconductor users in Japan, 
and the efforts of both governments.” 


It is questionable whether the letter attached to the 
formal document should be interpreted as a proinise by 
Japan on the 20 percent market share by 1991. 


A Ministry of International Trade and Industry (MITI) 
official asserts that the market force decides the markets 
share and that the government influence on the market is 
limited, if any. But the U.S. expects the Japanese Gov- 
ernment, through its “administrative guidance,” to let 
Japanese semiconductor users buy more foreign prod- 
ucts. 


A Foreign Minisiry official says that what the U.S. is 
actually seeking is not the proof of japan strictly abiding 
by the international trade rule but the “tangible” results 
of Japan’s import promotion effort, which will appear in 
trade figures and market shares. 


Japan’s semiconductor imports totaled $248 million in 
the third quarter of 1986 when the agreement was 
signed. Foreign companies, mostly U.S. manufacturers, 
had an 8.6 percent share of the Japanese semiconductor 
market during that quarter. 


The imports registered a 2.2-fold increase, totaling $540 
million in the fourth quarter of 1988. However, the 
foreign share in this quarter remained a moderate 10.6 
percent because of the overall increase in domestic 
market sales. 


This means that Japan needs to more than double the 
imports by September 1991 if it is to comply with the 
side letter. 
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E. David Metz, executive director at the U.S. Semicon- 
ductor Industry Japan Office, said, “Occasionally Japa- 
nese companies with their own semiconductor divisions 
have bought new products for | or 2 years from outside, 
and then made it inside their own companies and 
stopped buying. 


“This is called design-out. That has been one reason for 
the relatively flat market share for so many years,” he 
said. 


The two countries are jointly developing various pro- 
grams to increase foreign participation in Japan’s semi- 
conductor market, such as “design-in:” U.S. suppliers 
participating at the design state, so that their devices will 
be designed-in to new strategic products. 


The United States expects thut the new procedure will 
increase the use of foreign semiconductors by the 11 
largest Japanese semiconductor and other companies, 
particularly in the automobile and consumer electronics 
sectors. 


Tamotsu Harada, spokesman of the Electronic Indus- 
tries Association of Japan (EIAJ), said that there is a 
problem of demand and supply. 


Of the total use of semiconductors in Japan in 1986, 
about 43 percent were in consumer electronics. The 
corresponding figure in the United States was only 7 
percent. 


“It is not easy for Japanese consumer goods manufac- 
turers to find semiconductors they need among U.S. 
products,” Harada said. 


The top five Japanese semiconductor users—NEC, 
Fujitsu, Hitachi, Toshiba and Mitsubishi—have gradu- 
ally increased their purchases from foreign companies 
from about 13 percent to about 18 percent. 


The corresponding share remains at about 8 percent for 
Matsushita, Sharp, and Sanyo because their ratios of 
consumer electronics in their product lines are high. 


Metz claims that U.S. chipmakers still lead the world in 
microprocessors. Many home electronic appliances have 
microprocessors in them. 


Metz claims that U.S. chipmakers still lead the world in 
microprocessors. Many home electronic appliances have 
microprocessors in them. 


He said: “These U.S. companies are not in the home 
electronics business, so they will never co:npete. So it is 
safe for a Japanese company to disciose its design and 
work with an American Chipmaker. 


JAPAN 


“If they work with Japanese competitors’ semiconductor 
u.¥iciOn, it might be that the equipment division, or the 
home electronic division will earn about it. The indepen- 
dence of American chipmarkers offers a valuable oppor- 
tunity for home electronics companies in Japan.” 


In his view, the real problern lies in Japan’s customary 
practice of doing business only with longtime partners. 


“It may be more 2 question of attitude, It is not a 
question of cost, quality, delivery or service. It is not 
completely a mismatch of industry, consumer or home 
electronics. Those are only small parts of the problem,” 
Metz said. 


Official Says ‘Super 301’ May Erode Ties 
0W0306042689 Tokyo THE JAPAN TIMES 

in English 2 Jun 89 p 12—FOR OFFICIAL USE 
ONLY 


[Text] The recent U.S. decision to single out Japan as an 
unfair trader was dangerous and may erode bilateral 
relations between the two countries, a MITI [Ministry of 
International Trade and Industry] official said Thurs- 
day. 


He also warned in could affect global economic circum- 
stances. 


People in both countries may start to blame Japan for 
everything that goes wrong, said Takeshi Isayama, direc- 
tor of MITI’s Americas-Oceania Division, at a working 
luncheon at the Foreign Correspondents’ Club in Tokyo. 


For instance, foreign businesses that operate here or do 
business with Japai. may start to blame the Japanese, 
forgetting to redress themselves, he noted. 


He said the Super 301 move was unilateral and discrim- 
inatory and that Japan will present its resentment to 
muitilateral forums like the Organization for Economic 
Cooperation and Development and the General Agree- 
ment on Tariffs and Trade. 


Japan, for its part, plans to become the “No. | 
importer,” as a part of its efforts to ease trade tensions, 
he said. 


He pointed out, however, that the problem was not just 
the Japanese market but that exporters should also take 
an initiative in exporting to Japan. 


MITI is conducting a import-export survey of the top 
300 Japanese trading companies, which account for 60 
percent to 70 percent of Japan’s total trade, Isayama 
said. MITI will continue to encourage companies to 
import, he added. 
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Japanese should also free themselves of the notion that 
because Japan has little natural resources and energy, 
people must work hard, the MITI official said. “Japanese 
place too much importance on production.” 


Isayama said Japanese business behaviors should be 
changed to fit Western rules. The younger generation 
should also be encouraged to spend more and have more 
fun, he commented. 


Paper Views Current Dispute 
OW3105115089 Tokyo THE JAPAN TIMES 

in English 30 May 89 p 18S—FOR OFFICIAL USE 
ONLY 


{Editorial: “IC Equipment: New Are2 of Dispute?”’] 


[Text] This month saw another round of bilateral nego- 
tiations in Tokyo between Japan and the United States 
on the question of further opening this country’s semi- 
conductor market, but the two-day talks ended with both 
sides still in disagreement. The U.S. continues to main- 
tain that its access to the Japanese market for integrated 
circuits (ICs) remains too limited—it would like a 20 
percent share—while Ministry of International Trade 
and Industry (MITI) officials argue that the U.S. share 


has gradually grown to 10 percent and that further 
growth depends on increased American sales efforts. 


Another sensitive issue between the two trading partners 
is related: the intricate machinery used to fabricate and 
test integrated circuits. This costly equipment is the key 
to successful introduction of the next generations of 
microchips, such as the 16-megrabit dynamic random 
access memory (DRAM) device. 


In a dramatic reversal, Japan’s semiconductor produc- 
tion and testing machinery makers have surged to the 
top three spots for world wide sales of such equipment, 
according to a survey by a specialist research firm from 
California’s Silicon Valley. A decade ago, not a single 
Japanese company was among the top 10 suppliers of 
this machinery. Additionally, two of Japan's largest 
microchip producers have affiliates that manufacture 
this fabricating and testing equipment for the parent 
company and for outside sales. 


The speed with which this nation’s producers of step- 
and-repeat photolithographic and other production/test- 
ing machinery are expanding their global sales is not 
going unnoticed by their American counterparts, most of 
which are relatively small. Some U.S. manufacturers 
even may be losing interest in the field, believing it 
problematic to try competing with the larger Japanese 
producers, which have additional business lines that 
include cameras, medical equipment and office automa- 
tion equipment. 


JAPAN 


Some argue that American producers have difficulty 
keeping up with swings in the capital investment cycle. It 
is often noted that the semiconductor industry is highly 
cyclical, and U.S. microchip makers tend to reduce their 
investment for new equipment when order and sales 


taper off. 


The larger, more diversified Japanese producers are 
usually more able to withstand hard times and wait for a 
business pickup. 


No “microchip recession” is currently under way, but at 
least one major American microchip production equip- 
ment manufacturer recently decided to withdraw from 
the industry despite having been the world’s top supplier 
for many years. To ~** ‘> observers it would seem that 
a paucity of such «.; will hurt the U.S. semicon- 
ductor industry « ‘he .snj run. 


Japanese makers a: cady have strong ties with local 
suppliers and are thus likely to receive preferential 
treatment when new equipment becomes available. The 
size of this nation’s suppliers also erables them to 
channel more resources into R&D [research and devel- 
opment] on equipment for producing next-generation 
microchips with extremely fine-resolution circuitry pat- 
terns. 


American appears to believe that one answer to iis 
competitive problems lies with the Sematech (semicon- 
ductor manufacturing technology) industrial research 
consortium, partly supported by federal funds. The 
group is conducting research on new microchip produc- 
tion and testing equipment at a time when Japan lacks 
any such large-scale nationally-funded R&D project 
because domestic producers prefer to conéuct their own 
research and not share the results with their rivals. 


Only in one area of the business has a small research 
group been set up under the Japan Key Technology 
Center to undertake R&D on synchrotron orbital radia- 
tion technology, so it is not surprisingly called Sortech. 
Even NTT (Nippon Telegraph and Telephone Corp.) is 
in the act in a big way, ahving emerged as a major player 
in the race to develop ‘he technology for such IC- 
production machinery. 


If the U.S. wishes to ensure its competitiveness in the 
next generation of microchips, it would be well for it to 
find a formula other than a consortium/cartel to encour- 
age its IC Production equipment manufacturers to 
increase their R&D capabilities. Success in that would go 
a long way toward helping prevent continuing microchip 
trade disputes that hinge on a predetermined suitable 
percentage of the Japanese market for American makers. 
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Columnist Analyzes Trade Friction With U.S. 
OW3005 165789 Tokyo THE DAILY YOMIURI 
in English 28 May 89 p 6—FOR OFFICIAL USE 
ONLY 


[By Rieko Nakao, DAILY YOMIURI staff writer] 


[Text] Japan has never shown much aptitude for political 
negotiation, especially when it comes to negotiating 
trade with the United States. 


The country has always been perceived as very suscepti- 
ble to international pressure, in particular U.S. pressure, 
and some Japanese are beginning to resent this. 


On Thursday, the United States announced its decision 
to impose the Super 301 provision of the 1988 U.S. 
Trade Act as a retaliatory measure against the “closed 
Japanese market.” 


This action comes as no surprise, because. as said 
Edward Lincoln, a senior fellow in the Foreign Policy 
Studies Program at The Brookings Institution, Washing- 
ton, “Super 301 was included in the Trade Act specifi- 
cally because of Japan.” 


The real question is why? 


“Because Japan is very different,” Lincoln said. “The 
ratio of manufactured imports to GNP in Japan is very 
low. Much lower than in any other major industrialized 
countries. And in Japan, intra-industry trade is low 
among the OECD countries.” 


Lincoln’s argument is that intraindustry trade—which 
includes imports as well as exports—should grow as 
countries become economically mature. In other words, 
if you export cars, you import cars, if you are a fully 
industrialized country. If you export semiconductors, 
you import them as well. 


He also argues thai falling trade barriers should have a 
positive impact on promoting intra-industry trade. 
“Japan has lowered tariffs and eliminated virtually all 
quotas but manufactured imports have not increased,” 
he said. 


Who is at fault? The closed and intricate distribution 
system which is difficult for foreigners to access, or 
Japanese consumers, including industrial business cus- 
tomers, who fail to see how good U.S. products are? 


Many Japanese businesses and economists argue that the 
United States is not trying hard enough to upgrade 
product quality, accommodate Japanese taste, or under- 
stand Japanese business practices. 
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Not many consumes want to drive a Ford Lincoln 
Continental on the narrow roads and winding alleys of 
Japanese cities and towns. But Festiva, an 1100cc and 
1300cc compact, designed by Ford, manufactured by 
Mazda and distributed through a joint Mazda-Ford 
agreement, is selling well. 


Nevertheless, Americans are probably right about the 
distribution system. Even as a consumer, Japanese 
encounter situations daily where local electric and elec- 
tronic appliance stores say that only handle Matsushita 
or Hitachi products. 


But it is also true, too, that supermarkets and depart- 
ment stores keep an inventory of products from a variety 
of manufacturers. 


In fact, U.S. products in “softer” businesses, such as 
cosmetics, U.S. designer brand clothes, bourbon whis- 
key, cigarettes and soft drinks—goods that rely more 
heavily on individual taste than on basic quality— 
occupy a good deal of floor space in department stores. 
This is why many Japanese were puzzled when cosmetics 
were initially included in the list of items subject to 
Super 301. 


As Lincoln indirectly admited, U.S. manufacturers and 
economists seem to be aware that that their products, be 
they semiconductors or car telephones, or the customer 
services that accompany them, may not be satisfactory 
by Japanese standards. 


“There is a strong recognition that Japan has something 
to offer to make us better...the process of manufacturing, 
such as quality control or inventory control, that in 
Japan may be far superior,” he said. 


It also appears, that the United States is unwilling to 
cooperate with Japan in the high technology field, an 
area where much expertise and ingenuity are needed and 
confidentiality must be kept. 


Reflecting this attitude is the continuing pressure by the 
U.S. Trade Representative to get Japan to purchase more 
supercomputers, and the U.S. Congress’ reluctance to 
approve U.S.-Japan development of Japan’s next gener- 
ation fighter support aircraft, the FSX, the U.S. decision 
to develop their own high-definition television may be 
another example. 


This has led to resentment among some Japanese who 
feel that Americans, by virtue of their experience in 
fighting oral battles, are using economic theories and 
rhetoric whenever possible, to maintain their leadership 
in the technology filed. 


This sentiment was explicitly voiced by a Finance Min- 
istry official, who said that Japan has done nothing to be 
taken to task for, as its economy operates on market 
principles and that the United States simply refuses to 
cooperate with Japan because it wants to stay in font. 
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In response, Lincoln said U.S. emphasis is on competi- 
tion rather than cooperation. Truly, Americans love to 
win. While Japanese like to win, too, the cultural empha- 
sis of the Japanese society seems to be more on avoiding 
defeat. 


While the Japanese could be reprimanded for being too 
absorbed in economic efficiency and therefore having 
the tendency to overlook the political aspects of trade 
conflicts, Americans should perhaps recognize, too, that 
Japanese are not very good at expressing anger and if 
they do feel anger, they often contain it until the last 
minute. 


Moreover, the days of student demonstrations are long 
over in Japan, in terms of political climate. Instead, the 
psychology that drove Japan into the last world war 
could be quietly resurfacting. 


Perhaps Japan is in an ambivalent position. While it 
fears confrontation with a country it has looked up to as 
a protector and role model for the past four decades, its 
anger is ready to explode as it feels it is being humiliated 
by what it now perceives as an equal in the financial and 
technology fields. 


As one way to vent this dissatisfaction, Lincoln suggests 
that the Japanese government take Super 301 cases to 
the General Agreement on Tariffs and Trade, where 
arguments will be heard impartially. 


Maybe the time has come for Japan to take this step. 
This may be exactly what the rest of the world is 
seeking—a heated, cathartic argument with Japan. 


Editorial Comments 
OW 3005 135389 Tokyo THE DAILY YOMIURI 
in English 28 May 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 27 May editorial: “ ‘Unfair’ 
Trade Practices”} 


[Text] The U.S. government Thursday cited Japan, its 
largest trading partner, for “unfair trade practices” in the 
three areas of supercomputers, satellites and forest prod- 
ucts. India and Brazil were also placed on the priority list 
of countries that are required to negotiate greater access 
to their markets for U.S. products or face sanctions 
under the Super 301 provisions of the 1988 Omnibus 
Trade Act. 


The key question here is the word “unfair.” If the United 
States wants to expand its exports to Japan and other 
countries, it should negotiate the matter in a business- 
like manner and refrain from stirring up its trading 
partners with such rhetoric. 


Repeated U.S. accusations of Japan as unfair are apt to 
arouse an emotional response, thus further complicating 
the problem. 
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It is also unproductive to pin all the blame on one side 
when two parties are seeking solution to a problem. 


Import barriers exist both in Japan and the United 
States. President George Bush once jokingly told a trade 
protectionist group that “the United States will also be 
cited for unfair trade practices for putting the Super 301 
clause into effect.” 


Import barriers are not the only reason why sales of U.S. 
products in the Japanese market are not growing well. 
U.S. manufacturers should pay greater heed to the qual- 
ity of their products and their export tactics. 


The main reason why U.S. semiconductors are not 
selling well in Japan is probably their quality, while the 
reason for slumping U.S. supercomputer sales most 
likely lies in the Japanese market itself, where sharp 
discount selling is rampant to exclude foreign competi- 
tors. 


Former U.S. Secretary of State Henry Kissinger once 
said that Japan-U.S. trade friction will never end so long 
as both sides maintain their current trade policies. 


Other than the fields in which the Super 301 clause was 
applied, Japan and the United States are fiercely com- 
peting in the fields of semiconductors and communica- 
tions equipment. 


It is quite natural that frictions should occur frequently 
when trade and investments are expanding. However, let 
us not damage overall Japan-U.S. relations because of 
problems in small areas. 


No high-level economic talks have been held between the 
two countries since Bush was inaugurated in January due 
to delays in congressional approval of assistant secretary- 
level appointments. 


In Japan, government policies towards the U.S. are not 
being implemented well because of current political 
instability. 


The two governments should quickly establish a panel to 
discuss economic relations from a long-term viewpoint 
and rectify the current situation in which problems in 
different fields keep coming up one after another. 


Paper Views ‘Super 301’ 
OW3005121589 Tokyo MAINICHI DAILY NEWS 
in English 28 May 89 p 2—FOR OFFICIAL USE 
ONLY 


{Editorial: “Designated by Super 301°") 


[Text] “Open markets wider or face retaliatory action.” 
This is the choice presented by the Super 301 clause of 
the U.S. Omnibus Trade Act. Japan, India and Brazil 
have now been designated as priority countries on the 
Super 301 “hit list.” 
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This decision was announced by U.S. Trade Represen- 
tative Carla Hills after weeks of intense discussions. that 
Japan is the No. | target is unmistakable. 


In making the decision, the Bush administration proba- 
bly gave consideration to the strong desire of Congress to 
put the Super 301 into effect. But this method of calling 
one-sidely for concessions while holding aloft the shield 
of protectionism at the back is unacceptable. 


Moreover, this one-sided action carries the danger of 
arousing resentment in Japan and exerting a bad effect 
on Japanese-American relations from now on. It is 
therefore regrettable. 


We have repeatedly expressed opposition to the Super 
301 from the first stage of discussions. This is because 
the designation of “‘unfair trade countries” and “‘prac- 
tices” is left entirely to the arbitrary judgment of the 
American government and also because retaliation 
might lead to counterretaliation, giving rise to the spread 
of protectionism and diminution of world trade. 


Removal of trade barriers and settlement of bilateral 
problems should basically be carried out through GATT. 
In that sense, the Japanese government should therefore 
point out at the OECD directors’ meeting, scheduled to 
start at the end of this month, the unfairness and 
inherent danger of the American commercial policy 
having Super 301 as its core. A proposal should also be 
made to set up in GATT a temporary structure for 
concentrated discussion of this problem. 


It should also be pointed out that the United States itself 
maintains import restrictive measures and practices to a 
considerable degree. 


The European Community has already drawn up a list of 
42 examples of unjust American trade practices. A 
GATT panel has judged that American import restric- 
tions on sugar violate GATT rules and is preparing to 
sent its report to the directors’ meeting in June. 


It can be said that Super 301 was drawn up on the 
concept that the United States alone is right while all 
other countries are wrong. Is such a premise correct? Is 
this the result of what the New York Times pointed out 
as being “an arrogant and ignorant recognition?” 


In any case, the United States is expected to make a 
proposal shortly for the start of negotiations on super- 
computers, satellites and forest products, the three fields 
in which Japan has been designated under the new trade 
law as engaging in unfair trade practices. 


At such a time, Japan should not forget that 12 to 18 
months are provided for the negotiation of agreements. 
Thus the designation under Super 301 should not be 
taken as the instant start of retaliatory action. Unneces- 
sary emotional resentment should be guarded against. 
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The so-called “academic discount”’ of 80 percent off on 
super computers going to state universities runs counter 
to common sense and even without the problem being 
pointed out by the United States, this is a practice that 
should be remedied as soon as possible. 


Japan’s continuing surplus in foreign trade is another 
problem that requires attention. Particularly in trade 
with the United States, while the EC fell into the red in 
January-March this year, Japan’s trade with the U:S. 
kept the same surplus as in the previous year. 


As long as this surplus continues, the dissatisfaction of 
the United States and especially Congress will not abate. 
Together with American efforts to reduce its fiscal deficit 
and increase competitive strength, Japan too should 
promote imports through the relaxation of government 
controls and maintain a growth centered on domestic 
demand. Japan’s cooperative attitude is also important. 


Paper Comments on ‘Super 301° Process 
OW2905112589 Tokyo THE JAPAN TIMES 
in English 28 May 89 p 18S—FOR OFFICIAL USE 
ONLY 


(Editorial: “Here We Go Again” ] 


[Text] U.S. Trade Representative (USSR) Carla Hills 
announced on Friday that Japan is to be labeled as “‘an 
unfair trading nation” by the American government. 
This decision, which caused a major divide within the 
administration of President George Bush, has provoked 
cries of dismay from the Japanese government. Both the 
announcement and the reaction were fully predictable. 
Where do we go from here? 


First, it must be understood that Ms. Hills’ report to the 
U.S. Congress is only part of an elaborate and highly 
cumbersome procedure—known as “The Super 301 
Process” —by which the U.S. hopes to ease its huge trade 
deficit. 


In the complicated jargon of trade-speak, Friday’s report 
is aimed to “identify priorities” for American executive 
and legislative branch action in the trade field. This 
process began last month with the publication of a 
“National Trade Estimate (NTE) Report,” and in the 
intervening month, Ms. Hills’ office prepared its assess- 
ment of “trade liberalization priorities. "This, as we saw 
on Friday, was to name “practices” and “countries” 
which will henceforth be targets of escalating pressure by 
the U.S. government. 


The whole business began with the passage of the Omni- 
bus Trade and Competitiveness Act of 1988, which 
includes two much discussed provisions known as 
“Super 301” and “Special 301.” In terms of alliance 
management, these two provisions constitute a self- 
inflicted disaster. 
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As a result of this legislaltion, news headlines will now 
suggest that economic relations between Japan and 
America are in perpetual crisis regardless of what is 
actually happening in the marketplace. This is because of 
the endless series of media events—government reports, 
investigative findings and the diplomatic ballet of agreet- 
ing to disagree—now in effect mandated by U.S. iaw. 


In other words, what we saw this week is going to take 
place over and over again during the next two-to-five 
years. The essentially artificial, indeed contrived, nature 
of these media events must be kept in mind if public 
opinion in both countries is not to be soured by an 
all-too-public political posturing over wh; ; finally a 
market matter. 


This means that while the substantive problem of reduc- 
ing America’s trade deficit with Japan must be addressed 
with renewed vigor and effectiveness on the Japan side 
of the equation, there is a new urgency that the rhetoric 
of this eternal trade dispute be kept within decent 
bounds. 


The consequence of all this is that after nearly three 
decades of steadily escalating trade friction, we are still 
left with a “talk” problem and “numbers” problem. 


We are worried about the “talk” problem (the language 
with which the trade dispute is conducted) because the 
‘“‘numbers”’ problem (the statistical measures of the trade 
imbalance) is proving so resistant to change. 


A decade ago, there was more ground for optimism 
because the scope for reforming action on both sides 
seemed to be so great. Now we appear to be reaching the 
bottom of two vital barrels of options simultaneously. 


On the American side, we may be witnessing the conclu- 
siver rout of that country’s once formidable army of 
free-trade advocates. It is these folks who lost last 
November’s presidential election. With the departure of 
Mr. Ronald Region from Washington, it is the protec- 
tionist-minded Democrats in Congress who now deter- 
mine American trade policy. How else are we to explain 
the Bush administration’s embrace of anti-GATT 
“managed trade”? 


On the Japanese side, the kinds of measures being 
demanded by the USTR reaqch far beyond what any 
foreign power has the right to ask a friendly government 
to undertake. Two problems are involved here. 


First, we find it inconceivable that Tokyo would be taken 
seriously for a moment in washington if it sturted 
demanding that the Defense Department procurement 
policy be altered to suit Japanese interests or that U.S. 
security interests be compromised to achieve the same. 
Yet this is what Washington is now demanding. 
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Second, there is the extraordinary American notion that 
Japanese voters will not defend their interests at the 
ballot box. They will, and the consequences will be 
messy. At the point, the “talk” problem is going to come 
back and haunt the “numbers” problem. 


Do we really want to go down this road? 


ASAHI Regrets Clause 
OW2805 135289 Tokyo ASAHI EVENING NEWS 
in English 27 May 89 p 3—FOR OFFICIAL USE 
ONLY 


[ASAHI SHIMBUN 27 May editorial: “Dialogue, Not 
Sanctions”} 


[Text] The United States has called Japan to task for 
“unfair” trade practices under the Super 301 clause of its 
1988 Trade Act. The U.S action is intended to force 
changes in Japan’s trade practices that Washington 
believes hampers U.S. exports. 


The clause is widely suspected of being in violation of 
the General Agreement on Tariffs and Trade, whose 
rules call for multilateral negotiations in solving trade 
issues. The list allows the United States to unilaterally 
determine the culprits and force them into bilateral 
negotiations. 


The U.S. government cited Japan, along with Brazil and 
India, for unfair trade practices. It is extremely unfortu- 
nate not only for the three countries cited but also for the 
United States. 


We are fully behind the position of the Japanese govern- 
ment, which agrees to a dialogue on trade issues in 
general but rejects any negotiation in accordance with 
the Super 301 clause. 


The Super 301 clause was originally intended to single 
out Japan, which has accumulated a huge trade surplus 
with the United States. The action by the U.S. govern- 
ment came when it had to act in accordance with the law 
and congressional antipathy against Japan grew strong. 


Amid this tense situation, the U.S. government limited 
the areas subject to negotiation to supercomputers, sat- 
ellites and lumber products. Here we sense efforts by the 
U.S. government to forestall angry reactions from its 
allies. 


While we recognize the effort, we can’t help but express 
regret over its decision in the face of: 


—The existence of trade practices in the United States 
that protect of its own market. Ignoring these practices, 
it puts the blame solely on foreign countries. This only 
antagonizes the countries cited. 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-111-S 
12 June 1989 


—The current Uruguay Round’s attempt to restructure 
the free-trade system that has been shaken after leading 
the West to its economic prosperity. The U.S. action 
pours cold water on the effort. 


—The action’s inability to improve the U.S. trade deficit 
that has been the source of irritation and uncertainty 
among Americans. The real cause of the U.S. deficit is 
within its own boundaries—as U.S. Trade Representa- 
tive Carla Hills admitted. Both the government and 
public put spending before saving. Seeking only short- 
term gains, U.S. corporations appear to care little about 
the quality and prices of their products. Efforts and 
policies are needed in the United States to change these 
shortcomings. 


The Japanese government should frankly point out these 
concerns to the United States. We want the government 
to urge the United States to reflect upon its action in 
multilateral negotiations with other countries. The meet- 
ing of the Organization for Economic Cooperation and 
Development scheduled to open next week and the Paris 
summit in July will be places suitable for negotiations. 


It is notable that the United States proposed bilateral 
negotiations on adjusting the world’s economic struc- 
ture. 


The United States should take more blame for the 
current trade imbalance. But Japan should bear some 
burden, as well. Japan’s fault includes the overcompeti- 
tiveness of its companies, a closed distribution system 
and price gaps. Japan as well as the United States needs 
to reform its economic structure. 


The bilateral negotiations will be meaningful only if both 
sides recognize the need to improve the economic struc- 
turing at the root of the trade imbalance. 


Editorial on Decision To Impose ‘Super 301’ 
OW0906045389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 10 Jun 89 p 1O—FOR 
OFFICIAL USE ONLY 


[Editorial: “No Time for Anger”’] 


[Text] The U.S. has designated trade practices by Japan 
as barriers to the export of American products and 
services under the “Super 301” provision of the Omni- 
bus Trade and Competitiveness Act of 1988. (The law 
mandates designation of restrictive trade practices and/ 
or countries, followed by negotiations for the elimina- 
tion of such practices and, in the case of failure, retalia- 
tory action.) Japan should have beer ied to the US. 
action,for it was hardly unexpecte 
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Critics in Japan wasted no time in denouncing the U.S. 
for “taking one-sided action based on a misperception of 
the real situation” and predicting that the U.S. “would 
only have itself to blame for a strong emotional backlash 
in Japan.” Predictably the U.S. move is arousing quite a 
bit of resentment in Japan. 


Nonetheless, a strange situation prevails in this ongoing 
trade dispute between the U.S. and Japan. The rhetoric 
swirling around the various proposals to ease trade 
friction reveals that both parties are increasinly coming 
to see themselves as victims. 


Many in this country view the latest U.S. move as 
nothing more than a new outbreak of Japan bashing, a 
palatable alternative to getting down to the pressing issue 
of raising the level of American competitiveness. There 
is a feeling that Japan has had the bad luck to be singled 
Out as a scapegoat in this affair. 


In deciding to designate Japan under uper 30! and in 
rattling has launched itself on a course of “gunboat 
diplomacy.” In addition, the U.S. decision clearly runs 
counter to the principles of the General Agreement on 
Tariffs and Trade. Removal of trade barriers and settle- 
ment of bilateral problems should be carried out within 
the framework of multilateral negotiations. 


The U.S. is, of course, calling for negotiations under the 
conditions imposed by Super 301. It clearly feels the 
injured party in the dispute. Fears are growing in the 
U.S., meanwhile, that Japanese enterprises may be 
poised to muscle American rivals out of their own turf as 
well as other world markets. there is also mounting 
frustration over the seeming inability of U.S. corpora- 
tions to penetrate the Japanese market even in areas 
where it thinks it has a strong competitive edge. the 
opinion in the U.S. that its domestic market as well as its 
industry are on the verge of being “plundered” by 
Japanese corporations is gaining ground quickly. 


As long as these attitudes persist, it is unlikely that 
resentment flowing both ways across the Pacific will 
subside. Indeed, there is a greater possibility that it may 
even escalate to open antagonism. this is truly a situation 
that calls for much concern. 


Both sides are at fault to a certain extent, a fact neither 
wishes to recognize, let alone acknowledge. They should 
be more aware of the fact that the impact of their trade 
dispute extends far beyond their own two-way trade. The 
continuing massive trade deficits and surpluses, if left 
unchecked, hold the potential of shaking the very foun- 
dation of the free world’s trading system. 


A trade imbalance of these proportions between the 
world’s two top economic powers, in terms of gross 
national product, cannot be treated as simply a bilateral 
issue. For the sake of themselves as well as others, the 
present situation must be rectified. 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-111-S 
12 June 1989 


First, both the U.S. and Japan have to shed their 
selfperception as “victim” in this dispute before facing 
each other across the bargaining table. Super 301 has 
been invoked and Japan has been named; emotional 
reactions are not going to yield any progress now. 


While there are certain institutions and practices in 
Japan that strike even us at times as Opaque or mysteri- 
ous, we are sure there exist similar institutions and 
practices in the U.S. too. 


At this time, Japan would do well to remember that there 
are 12-18 months provided for negotiations. Designation 
under Super 301 does not mean that retaliatory measures 
are about to be put in place. 


It is our hope that both nations bear well in mind the 
wider repercussions of their actions on the world’s trad- 
ing system. Any negative impact could well turn both 
from “victims” into “villains” in the eyes of the world. 


MAINICHI Views Decision on ‘Super 301’ 
OW0806075289 Tokyo MAINICHI DAILY NEWS 
in English 6 Jun 89 p 5S—FOR OFFICIAL USE ONLY 


[“‘Focus” column article: “Behind U.S. Decision Over 
‘Super 301°”) 


[Text] The long and short of the recent US. action to 
brand Japan as an “unfair” trading partner is that Japan 
is not buying enough American products to justify its 
massive exports to the U.S. 


As a matter of fact, however, Japan’s imports from the 
U.S. are quite large and expanding rapidly. 


Japan’s imports from the U.S. increased by 9.5 billion 
dollars last year over the previous year. 


This means that japan created new demands for U.S. 
products worth the total amount of goods France 
imported from the U:S. that year. 


France imported about 10 billion dollars of American 
goods last year, and Italy bought eight billion. 


The total U.S. exports to Japan are roughly equal in 
value to U.S. exports to West Germany, Italy, Spain, and 
Sweden combined, and they are still on a steady uptrend. 


Only seven years ago, the Japanese showed little interest 
in American products except farm goods, but now the 
Japanese are buying American goods with gusto. 


Why, then, should the U.S. brand one of its best custom- 
ers as an unfair trading partner? 


Most trade experts agree that the enormity of the U.S. 
trade deficit with Japan—55 billion dollars in 1988—is 
what invited the U.S. action. 
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“That deficit of 55 billion is the source of all the evils,” 
lamented an official of Japan’s Foreign Ministry. 


The harsh criticism of Japan for its “unfair” trading 
practices, however, belie the cool political consideration 
that the U.S. Government paid in making out its list of 
unfair traders. 


In selecting “unfair” trade practices, U.S. Trade Repre- 
sentative Carla Hills, who is responsible for implement- 
ing the super 301 clause of the omnibus trade and 
competitiveness act of 1988, apparently chose fields 
where concrete results can be expected immediately 
through bilateral negotiations. 


That’s because the congress wants to confirm that the 
omnibus trade bill, a product of so much time and 
trouble, is an effective weapon to fight “unfair” trade 
practices. 


The three specific trade barriers for which Hills cited 
Japan—its restrictions on government purchases of 
supercomputers and satellites, “which ban foreign sup- 
pliers,” and its technical barriers to sales of forestry 
products, “which impose unnecessary obstacles to 
imports,”—are all vulnerable to political manipulations. 


The U.S. Congress is still smarting badly because of the 
failure of the semiconductor pact, according to Congress 
members. 


What that failure drove home to the Congress was the 
fact that companies never buy American products that 
are inferior to Japanese goods in quality, no matter how 
much the government urges them to do so. 


Although Japanese firms have moved to buy U.S.-made 
computer chips under strong pressure from the Japanese 
Government, it is believed almost impossible for U.S. 
chip makers to secure a 20 percent share of the Japanese 
market as they have been demanding. 


The bitter experiences concerning the bilateral chip talks 
convinced the U.S. that government-to-government 
talks can produce little results in fields that are con- 
trolled by the private sector. Some congressmen argue 
that if Japan had not been named as an “unfair” trader, 
there would have been a rush of anti-Japanese bills far 
more protectionist than super 301. 


In this respect, super 301 is serving as a safeguard against 
the protectionist offensive from the Congress. 


President Bush had also to take care not to antagonize 
the democratic Congress to prevent a paralysis of admin- 
istrative functions. 


So the name-calling Japan suffers is a product of the 
administration’s act of engineering a delicate balance 
between limiting the damage to U.S.-Japan ties as little 
as possible and not angering the Congress. 
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The U.S. stance toward trade issues, however, appears to 
be quite arrogant to its trade partners. 


At the working level meeting of the Organization for 
Economic Coordination and Development (OECD) held 
in Paris last fall, the Yugoslavian representative sat next 
to the Japanese delegate. 


The Yugoslavian official, while listening to the specch by 
the U.S. representative, said to the Japanese official, 
“The U.S. is now just like the Soviet Union. Tinney use the 
same kind of tactics to intimidate their allies.” 


The Japanese official agrees. “Now the U.S. has become 
a loser in the world economy. And instead of asking for 
help, what it is doing is brandishing a big political stick 
called super 301,” he says. 


But most Japanese Government officials believe that the 
U.S. will never put the big stick to use. 


Japan now faces intensified negotiations over the three 
items named in the report that could lead to retaliation, 
including imposing 100 percent tariffs or other import 
restrictions on japanese products. 


But a senior official at the Ministry of International 
Trade and Industry (MITI) said, “Any retaliation against 
Japan will hurt the U.S. more than it will hurt Japan.” 


The U.S. and Japanese economies are so intimately 
interwined that any real damage to Japanese industries 
would also be quite detrimental to U.S. industries. 


At a public hearing on trade issues in the telecommuni- 
cation field, scores of U.S. industrial associations voiced 
Opposition to retaliation against Japan. 


Japan, however, can hardly afford to take it for granted 
that there will be no retaliation. 


Exports to the U.S. account for over 40 percent of all 
Japanese exports. If the two countries collide head-on 
through retaliation, it would have an unmeasurable 
adverse impact on the world economy. 


The U.S. is well aware that negotiations backed by 
threatening tactics will not result in any substantial 
reduction in the 55 billion dollar trade deficit with 
Japan, as indicated by the fact that hills proposed to 
include into the negotiations such “structural barriers” 
as Japan’s complex distribution system, the close ties 
between suppliers and manufacturers, and anticompeti- 
tive practices. 


The bilateral talks are expected to focus on the closed 
nature of the Japanese market, which the U.S. claims 
hinders inroads by American firms, as well as on the true 
source behind the competitive edge of Japanese indus- 
tries. 
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Paper on Possible Trade Impact From ‘Super 301’ 
OW0806043989 Tokyo ASAHI EVENING NEWS 
in English 6 Jun 89 p 7—FOR OFFICIAL USE ONLY 


(“Point of View” Column article by Nagaharu Hay- 
abusa, ASAHI SHIMBUN senior writer: “Cloudy Eco- 
nomic Horizon”) 


[Text] Dark clouds are looming over the trade sectors of | 


the industrially advanced countries. It is feared that they 
will overcast the outcome of the upcoming summit 
meeting this summer among leaders of the seven leading 
industrial democracies. If worsening trade friction is not 
remedied with drastic countermeasures, it might compli- 
cate future global relations and even lead to serious 
economic warfare within a year or two. 


Lack of realization of an inevitable trade crisis by the 
leaders of three economic powers, namely, the United 
States, Europe and Japan, makes it hard to stem the 
growing threats to the global trade system. The leaders of 
the three powers must be made aware of the need to 
place trade issues on the agenda of the summit meeting 
in order to head off the impending trade crisis. 


More than half the mass of the dark clouds must have 
been created by the U.S. Government. Under section 
301 of its 1988 Omnibus Trade and Competitiveness 
Act, also known as “super 301 clause,” the United States 
can specify the countries who they think have unfair 
trade practices, enter into negotiations and, if necessary, 
take retaliatory measures. The act allows the Bush 
administration to decide unilaterally what an unfair 
trade practice is. negotiations will no longer be bilateral 
talks on an equal basis as American trade partners will 
most likely be slapped with trade sanctions unless they 
do what the United States wants them to do. 


Japan, Brazil and India were recently named by the U.S. 
Government as countries engaged in unfair trade prac- 
tices. Japan was cited for restrictions on purchases of 
supercomputers, satellites and forest products. 


Although there may be justifiable reasons for the deci- 
sion, the approach is considered far from diplomatic or 
friendly. 


The U.S. approach can be likened to using a crowbar to 
strike its trade partners and then asking them to mend 
trade practices so as to establish a mutually beneficial 
environment. This could be compared to the type of 
threat used by yakuza gangsters. Inevitably there was a 
firestorm of complaints against the United States from 
the three designated countries as well as many others 
including the European Commission. 


It is understandable that to American traders the trade 
systems of Brazil and India are difficult to penetrate. 
This provided sufficient grounds for American trade 
Officials to begin a crackdown. On the other hand, the 
use of threats LAis time is not likely to win support in the 
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global community. Statistically, India has a per capita 
GNP of only $290, and Brazil is laden with staggering 
international debts totaling $120 billion. In contrast, the 
U.S. national per capita income amounts to $17,480, 
and American banks have financed one-third of the 
Brazilian private credits. 


The U.S. Government’s biggest concern is, of course, the 
reduction of its current massive budget and trade defi- 
cits. An indispensable element of contribution to slash- 
ing trade deficits is depreciation of the U.S. currency. 


But the U.S. Government, aware of a sharp rise in 
Japanese real estate investment in the United States, has 
allowed the dollar to continue its climb. Given such 
strategies, the U.S. Government apparently intends to 
attempt to improve the trade balances by using super 
301. The shortsightedness of such government policies 
has become clear to many economic experts in the 
United States. 


One-quarter of the cloud mass is formed by the Euro- 
pean Community. The 12-nation EC is now moving 
toward the economic integration in 1992. Despite the 
existence of a basic principle of liberalization inside and 
outside the EC region, the increasing clout of such 
protectionist nations as France, Italy and Spain foretells 
the closed nature of the planned unification movement. 
Integrated Europe, it appears, will impose limitations on 
the access of foreign goods and services until EC insti- 
tutions can be assured of having fully benefited from the 
economic expansion. This point was confirmed by Euro- 
pean Commission Vice President Martin Bangemann, 
during his Japan visit in late May. 


The emergence of a unified community market may 
touch off a new international spree toward consolidating 
regional economies. Given the present tough stance of 
the U.S. Government, there is good possibility that the 
United States will use the recently-established U.S.- 
canada free trade accord to develop a version that would 
include Latin America. Under such circumstances, the 
rights of Latin American nations will be at stake, under- 
lined by their fear of being swallowed up by the colossus 
to the North. Japan is in a similar position, and has been 
attracted by the call of Australian Prime Minister Robert 
Hawke to study the possibility of building an economic 
bloc encompassing Asia and Oceania. The EC nations do 
not seem to be fully aware of the quid pro quo effect of 
their approach. 


The remaining quarter mass of dark clouds is caused by 
Japan. The country has been moving toward opening 
domestic markets in light of the 1986 Maekawa report. 
The report, presented by a prime minister’s advisory 
group headed by former Bank of Japan Gov. Haruo 
Maekawa, recommended measures in relation to Japan's 
economic structural adjustment to harmonize Japanese 
systems with those of other countries. But, opportunities 
for businesses of the outside world still remain severely 
limited. 
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Furthermore, Japan’s trade surpluses have started 
increasing Once again in the second half of last year. It is 
feared that the increase will be hastened as a result of the 
recent trend of the weakening yen. Hefty trade imbal- 
ances in favor of Japan may well distort Japan's econ- 
omy and jeopardize the global economic system. 


The help disperse the dark clouds looming over future 
prospects of the global economy, conditions must be 
met 


1. The U.S. Government should avert high-handed trade 
strategies in relation to its trading partners, based on an 
aggressive government economic policy stance backed 
by virtual threats of trade sanctions. 

2. The EC should endeavor to minimize protectionist 
measures resulting from its market integration. 

3. Japan should refrain from excessive exports, while 
trying to lower barriers to foreign trade and take drastic 
measures to open its markets. 


The enforcement of such measures requires that the 
leaders of each nation would fully devote themselves to 
the task in mustering people’s support. but, it appears 
there are few politicians willing to undertake such thorny 
tasks. 


Editorial on ‘Super 301° Clause Invocation 
OW0206 141389 Tokyo NIHON KEIZAI SHIMBN 
in Japanese 27 May 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


{Editorial: “Both Sides Feel Like Victims in Japanese- 
U.S. Frictions”) 


[Text] As expected, the United States has finally invoked 
the super 301 clause of its omnibus trade Bill against 
Japan. Also as expected, a voice of opposition is bursting 
forth within Japan, where people say “‘it is a one-sided 
step taken on the basis of a misconception of facts” or 
“the U.S. will be held responsible for whatever antipathy 
is growing on tbe part of Japan.” 


However, we find here something quite odd and strange. 
Both sides seem to feel like victims while working to 
adjust their different positions regarding trade between 
Japan and the United States. 


First, in Japan many perceive that the United States has 
begun “‘battering Japan” anew without making efforts to 
improve international competitive power of its own 
industries. In their view, Japan looks like a goat offered 
in sacrifice. 


When observing the recent application of the super 301 
provision against Japan, we certainly feel that the United 
States is following a club-wielding diplomacy under the 
name of sanctions. This is also against the sprit of 
multinational consultations, a fundamental principle of 
the GATT (General Agreement on Tariffs and Trade). 
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However, the U.S. side, which is holding the club, is also 
thinking that it is the victim in effect. Japan’s competi- 
tive power is outstripping that of the United States in 
more and mmore industrial fields, and Japanese enter- 
prises are pressing and pushing hard against U.S. enter- 
prises in domestic and overseas markets as a conse- 
quence. In the fields where the United States believes 
that it still has an overwhelming competitive power, it 
cannot score expected results in the Japanese market for 
whatever reason. An increasing number of people in the 
United States believe that U.S. markets and industries 
are being “plundered” by Japan. 


With their feelings of victimization, the two countries 
naturally think that the other side is the attacker. As long 
as this schematical perception is not changed, mutual 
repulsion across the Pacific will only increase, and it 
might develop into a sense of enmity. This is indeed a 
serious situation. 


What both countri¢ re not aware of is the fact that as a 
consequence, they ai » th acting as a kind of attacker. 
They are playing the rule of attacker as a consequence 
not only against each other. If the surpluses and deficits, 
which the two countries now have, continue, it will shake 
up the trade system of the world. In this sense, they are 
unintentional attackers. 


Of course, it would be impossible to allow the trade 
imbalance between Japan and the United States to 
continue. A lasting imbalance would make the frictions 
and opposition between the two countries structural 
attributes. It is also important to realize that trade issues 
between the two countries, who enjoy No | and No 2 
gross national products (GNP) respectively, cannot 
remain simply bilateral questions. 


It is necessary for the two countries to discard their 
feelings of victimization before beginning negotiations. 
The invocation of the Super 30! clause is now a reality. 
Simply engaging in emotional opposition will not 
improve the situation. 


Some of Japan’s systems and customary practices are 
incomprehensible and opaque even to us Japanese. The 
same thing may be said regarding the United States. 


Actual application of sanctions is a matter to be decided 
in the future. Under the clause, we are guaranteed to 
have the | or | and % years of negotiations. Both Japan 
and the United States should have full debates on 
individual issues and at the same time repeat discussions 
from a wide viewpoint so as not to inflict unintentional 
damages on the world system. 
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Article Discusses U.S. ‘Super 301° Action 
OW0506 142089 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 3 Jun 89 pp 1, 3—FOR 
OFFICIAL USE ONLY 


[Article by staff writer Hisao Takagi: ““Nation Decries 
Super 301 Action”) 


[Text] The Bush administration’s decision last week to 
identify Japan as an unfair trade partner is prompting 
swift and stern public reaction in Japanese Government 
and business circles. 


Soon after the U.S. Trade Representative [USTR] 
announced its long-awaited decision, Japanese officials 
said they would refuse no negotiate with Washington on 
three areas cited as perpetuating trade barriers. They are 
supercomputers, satellites and forest products. 


Japanese officials also took particular issue with Bush’s 
authorization of a “structural impediments initiative.” 


That initiative is designed to eliminate such invisible 
market barriers in Japan as close ties within corporate 
groups, different sales prices in and outside Japan and 
the nation’s maze-like distribution systems. 


Since the initiative does not employ a potential retalia- 
tion threat, Japanese officials will likely be more willing 
to sit down at the negotiation table. 


Clearly, both the U.S. threat and Japan's tough reaction 
mark the beginning of a difficult phase in bilateral 
relations between the world’s two most powerful econo- 
mies. 


The politically motivated decision was more symbolic 
than substantive. Even if Japan opened its markets 
completely to the three areas cited by the USTR, it 
would have little impact on the U.S.’s $53.8 billion trade 
deficit with Japan. 


The U.S. National Forest Products Association, in a 
submission to the USTR, said Japanese trade barriers 
and practices cost the U.S. industry some $1.2 billion a 
year in potential imports. The global supercomputer 
market currently is just $1.1 billion a year. 


“‘If some American companies hope to use Super 301 as 
a tool to expand their sales, it’s gross misunderstanding,” 
said Makoto Kuroda, former vice minister of the Min- 
istry of International Trade and Industry. “The U.S. 
decision throws cold water on the steady mood of 
cooperation between the two nations’ trade authorities.” 


Under the so-called Super 301 provision of the 1988 
Omnibus Trade Act, under which Japan has been cited, 
Japan must agree to end trade barriers within 18 months 
or face retaliation, which could include 100 percent 
tariffs on exports. 
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However, even that sanctions threat could backfire, 
because Japanese manufacturers have been moving their 
production plants outside Japan, and many U.S. compa- 
nies need Japanese parts for their products. 


Japanese officials claim that the Super 301 provision 
violates the General Agreement on Tariffs and Trade. 


To many Japanese, the U.S. “initiative” to deregulate 
Japanese trading practices, such as preferred deals inside 
corporate groups, or to reform its distribution system, 
gives the impression that Washington is muscling into 
another country’s social structure. 


Following the U.S. announcement to include the distri- 
bution system in its new initiative, leaders of the retail 
industry, from President Isao Nakauchi of Daiei Inc. to 
Takuya Okada of Jusco Co., called for moves to ease 
industry restrictions. 


However, small retailers, who might fail to survive if the 
industry is streamlined, will inevitably oppose such a 
move. 


Among other things, the White House hopes to urge 
Japan to open the bidding process for public works 
construction contracts to U.S. companies. 


Repeated American criticism over such structural mat- 
ters as “dango” —prebidding collusion in the Japanese 
construction industry—is believed to be the first step 
toward this goal. 


The U.S. also will try to clarify exclusive business ties 
between parts makers and automakers and request that 
the market be opened more to U.S. firms. 


Although India and Brazil also appear on the USTR list 
of unfair traders, Japanese analysts said those nations 
were included primarily to camouflage the White 
House’s intention to carry out bilateral negotiations with 
Japan. 


They said one reaeon for the inflexible attitude of the 
Japanese government is the fact that Japan has made 
efforts to open its market in the three specified trade 
areas through MOSS or market-oriented, sector-selec- 
tive, talks with the U.S. 


Professor Hajime Karatsu of Tokai University, who was 
formerly a managing director of Matsushita Communi- 
cation Industrial Co., said: “It’s a pity that Congress- 
members trend to agitate the public to ‘punish’ Japan in 
order to show off their presence to voters.” 


“President Bush reportedly joked that he ought to take 
action against trade restrictions of the U.S. itself. It’s a 
good point,” said Kuroad. “In enforcing the Super 301, 
the U.S. government has to work as a prosecutor and 
judge concurrently.” 
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Despite concern over the Super 301 designation, observ- 
ers said that Japan does not want to cause a trade war 
and will not tighten the supply of money that is funding 
the U.S. budget deficit. 


The fundamental framework of the bilateral relationship 
is still regarded as important to both nations. 


“It is of no use to agitate anti-American sentiment 
sentiment in Japan,” said President Tadahiro Sekimoto 
of NEC Corp. “The two nations’ brotherhood will not 
end with one quarrel. Japanese business leaders should 
say what they mean to Americans.” 


Limitations on Supercomputers, Satellites 
OW 1006022089 Tokyo THE JAPAN TIMES 

in English 9 Jun 89 p 18—FOR OFFICIAL USE 
ONLY 


[{Editorial: “Why Supercomputers and Satellites?”’] 


[Text] When the United States last month singled out 
Japan’s alleged limitations on government purchases of 
satellites and supercomputers as trade barriers, it started 
many here guessing why those market sectors were 
especially emphasized (a third was forest products and 
the alleged technical barriers to their sale). After all, 
satellite and supercomputer manufacturing are both sen- 
sitive high-technology businesses. 


In the U.S. they received their initial boost from defense 
orders; in Japan, they were helped by government- 
sponsored development projects and a relatively pro- 
tected market-—the superspeed computer project spon- 
sored by the Ministry of International Trade and 
Industry (MITI) winds up next year. 


To a reasonably impartial observer it would seem thai 
neither nation can boast fully open markets for satellites 
and supercomputers. The Massachusetts Institute of 
Technology (MITI) last year hoped to buy a deeply 
discounted Japanese supercomputer, but the U.S. Gov- 
ernment actively discouraged the purchase and the sale 
did not go through. At the same time, the leading 
American supercomputer manufacturer can report more 
sales here than Japanese makers have yet enjoyed in the 
US. 


The supercomputer arena actually has become narrower 
and more competitive in recent weeks. First, the second- 
ranked American manufacturer elected to drop out of 
that segment of the business. Not long after, one of the 
three Japanese producers announced development of a 
machine that will be capable of running at a top speed of 
22 billion floating-point operations per second. To be 
available next year, it will be faster than the latest model 
announced in the U.S. 
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Some time ago, two Japanese corporations—a major 
electronics manufacturer and a leading general trading 
house—attempted to jointly buy an American commu- 
nications satellite, but the government took steps to 
prevent the purchase. Specifically, the Post and Tele- 
communications Ministry refused to provide the 
required license for the companies to set up a 
satelliteObased new common carrier. They argued that it 
might lead to excessive competition, although the corpo- 
rate partners had undertaken feasibility studies and were 
persuaded the venture would be profitable. 


By early next year, four U.S.-made satellites will be 
serving users here - depending on the success of their 
launches by American and european rockets. these sat- 
ellites represent larges sales for the U.S. manufacturers 
and it is reasonable to assume that by the mid-1990’s 
more such units could be ordered by the two common- 
carrier users to replace aging first-generation equipment. 


By putting space sai. \lites on its list of products suppos- 
edly subject to unfair trade practices, the U.S. may be 
conveying that it wants those which NTT (Nippon 
Telegraph and Telephone Corp.) will procure to replace 
its current CS-3 series open to international bidding. 
Because the government wanted the CS-3 series, like the 
earlier CS-2, to be launched by National Space Develop- 
ment Agency (NASDA) rockets, the satellites had to be 
small. This put them at a disadvantage compared with 
the larger American satellites purchased by the new 
common carriers. In the past NTT worked closely with 
NASDA and the two domestic producers to design and 
manufacture its satellites. But because the local makers 
lacked some of the necessary expertise, they requested 
and obtained technical assistance from U.S. aerospace 
companies. 


It is direct sales of satellites from U.S. produc*rs that 
America would doubtless prefer, instead of NASDA and 
the domestic manufacturers making further progress in 
the required technology. NASDA is now developing the 
Engineering Test Satellite-VI, an experimental two-ton 
communications satellite to be launched in 1992-93. 
That and additional work here to design and develop 
multibeam satellite systems could go far to increase the 
competitiveness of japan’s satellite manufacturers. 


Ambassador to the U.S. Nobuo Matsunaga reminded us 
at Tokyo news conference on Wednesday that President 
George Bush's administration singled out the three Jap- 
anese product areas to ease growing protectionist senti- 
ments in Congress. Many observers agree. Mr Mat- 
sunaga feels the areas of dispute can be resolved without 
great difficulty and that is encouraging news for all who 
recognize the essential nature of our close bilateral 
relationship. 
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* Continued Frictions With U.S. Szen Likely 
41050108 Tokyo YOMIURI SHIMBUN in Japanese 
2, 3, 4 May 89—FOR OFFICIAL USE ONLY 


[Article by Hiroshi Kubo, foreign correspondent, \ash- 
ington, D.C.] 


[2 May 89 p 7] 


[Text] A “Report on Foreign Trade Barriers, FY89” by 
the U.S. Trade Representative (USTR) was published on 
29 April. Officials in charge at MITI [Ministry of Inter- 
national Trade and Industry] who had awaited the report 
sighed deeply upon learning its contents: “There appear 
to be no new signals. That is the trouble.” 


On a working day sandwiched in between long holidays, 
with 9 out of 16 officials abroad on official trips, the 
sighs of staff handling the problem quickly spread to 
others present at the agency. A heavy atmosphere 
engulfed MITI: “This time Japanese-U.S. friction won't 
be easily overcome,” (a mid-level executive). 


Shortly before the scheduled U.S. visit of MITI Minister 
Hiroshi Mitsuzuka, Yuji Tanahashi, director general of 
the Machinery and Information Industries Bureau, gath- 
ered leaders of 170 major companies at MITI on 17 
April, and made the following request: “We would like 
you to purchase more semiconductors made by foreign 
manufacturers.” These firms represent electronic 
devices manufacturers, trading companies, automobile 
parts makers, and U.S. subsidiary semiconductor man- 
ufacturers. 


It was such heavy handed administrative guidance as to 
prompt a joke in dubious taste: “We feel entitled to a 
commission from the U.S. semiconductor manufactur- 
ers,” (a younger official of the Machinery and Informa- 
tion Industries Bureau). 


Owing to such efforts as this, the sale of foreign semi- 
conductors on the Japanese market jumped to $540 
million in the October-December quarter of last year, 
approximately more than twice the $250 million in the 
same quarter of 1986 at the time when the Japanese-US. 
semiconductor treaty was signed. However, due to the 
explosive expansion of the Japanese semiconductor mar- 
ket over this period, the increase in the market share of 
foreign semiconductors has been only a slight one, 8.6 
percent to 10.6 percent, remaining well below the 20 
percent level that the United States had hoped to 
achieve. 


This situation led to the following self-serving request 
concerning semiconductors presented in the “Report on 
Foreign Trade Barriers”: “The U.S. goal of participation 
in the Japanese market has not been attained. The 
United States desires an increase in the use of foreign 
made semiconductors in automobiles and other products 
as well as part of an evolving long-term relationship 
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between foreign manufacturers and Japanese users.” 
Even MITI’s notorious administrative guidance has not 
been sufficient to earn U.S. satisfaction. 


The Japanese side has already been trying to make 
accommodations concerning almost all of the 32 (2 
appended) “unfair trade practices.” The reasons why the 
desired results have not been achieved have been 


explained over and over again. 


The report’s reaction to Japanese explanations is “total 
See e ©. 2 Se Se Se 22 28 SS ee © 
,”” (a mid-level MITI executive). 


In the political vacuum created by the announcement of 
Prime Minister Takeshita’s resignation, only a narrow 
range of options are available for Japanese countermea- 
sures. 


The recommendation of the Ad Hoc Council for the 
Promotion of Administrative Reform (New Administra- 
tive Reform Council), submitted last November, con- 
cerning the Law for Large-Scale Retail Stores (the large 
store law) that regulates supermarkets and department 
store branches ran to this effect: “There will be no 
revision of th: law. However, limits on excessive num- 
bers of branches given in the regulations will be lifted.” 


MITI’s policy is to respond to criticisms from the United 
States and others along such lines and to make “‘adjust- 
ments” 1 with the Liberal Democratic Party 
[LDP]. As the House of Councillors election approaches, 
however, a policy of early elimination of regulations 
concerning branches of large-scale stores has become a 
difficult one. Opinions against such moves have been 
gaining strength, as in, for example,: “Although the 
purpose of this move might be understandable, why 
should the LDP continue to bear the cross?” (Kaoru 
Yosano, director of LDP’s Commerce and Industry 
Division). 


Addressing these problems, the USTR [U.S. Trade Rep- 
resentataive] report points out that “even if the proposal 
of the New Administrative Reform Council were to be 
put into practice, its effect would be uncertain.” Rather 
than closing, the gap between Japan and the United 
States is widening. The fact is that “there would be no 
way to handle the situation” (a MITI executive) if the 
new trade law that includes more stringent provisions 
than Article 301 (identification of an unfair trading 
nation and its practices with punitive measures; referred 
to subsequently as super Article 301), were to be applied 
to the Japanese distribution system. The same holds true 
for agricultural problems. 


In order to accommodate the Congress, the Bush admin- 
istration, abandoning the “listening ear,” is escalating its 
demands on Japan. The Japanese Government, on the 
other hand, cannot offer drastic compromises because of 
the weakened state of the LDP. Fear has thus become 
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pervasive along the government agency-lined streets of 
Kasumigaseki: “We are afraid of the outcome when 
these two objects collide hard. Where will they land?” (a 
MITI executive). 


[3 May 89 p 7] 


[Text] It appears super Article 301 of the new U.S. trade 
law (determination of unfair trade practices and punitive 
measures) will be as large a topic at the ca)inet level 
board of directors’ meeting of the OECD in late May as 
it promises to be at the meeting of heads of state of 
advanced nations (Paris summit) in July. The sense of 
Sy ae ae ae oe 


“Japan cannot be certain as to the topics to put on the 
table for discussion at the Paris summit until the United 
States decides in late May what nations and items will be 
subject to super Article 301,” (a Japanese Government 
representative). 


The following scene took place at the preliminary meet- 
ing for the summit last month. “Will super Article 301 
exert such a great influence over discussions at the 
summit?” (a representative of an EC member nation). 
The Japanese Government representative was shocked 
by the relaxed response of the EC representative. 


Should the United States try to impose punitive mea- 
sures on Japan using the new trade law as a weapon, 
Japan will attempt to rally world public opinion behind 
the defense of free trade. To accomplish this end, Japa- 
nese strategy will be to encircle the United States by 
enlisting advanced Western nations to the cause through 
the vehicles of the cabinet member level OECD board of 
directors meeting and the Paris summit. The key to 
success of this strategy depends on the direction that the 
EC, one of the 3 major markets along with Japan and the 
United States, will take. 


“The worst scenario for Japan would be the exclusion of 
the EC as a target of super Article 301,” (a source in the 
Ministry of Foreign Affairs [MFA]). The probability of 
isolation becomes high if among participants of the 
OECD and summit meetings, Japan were to be the sole 
target of super Article 301. 


In its “Report on Foreign Trade Barriers” the USTR 
picked 13 items as relevant to the EC nations: Serious 
problems of variable surcharges on imported agricultural 
products, export subsidies for agricultural products, the 
prohibition of the use of growth hormones, local content, 
and government subsidies to Airbus Industrie. 


However, a compromise was reached to discuss agricul- 
tural problems at the new round of GATT. The solution 
of the problem of growth hormone-fed beef is close at 
hand. The only remaining problem that may become the 
target of Article 301 is Airbus Industrie. 
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“The probability that the EC will be excluded from the 
target list [of super Article 301] is high” (an official in 
charge at the MFA), taking into account the fact that the 
U.S. balance of trade with the EC has turned into the 
black since January of this year. 


There has been a tripartite relationship between Japan, 
the United States, and EC. Japan and the United States 
have shared a heightened sense of wariness toward the 
planned market unification of the EC in 1992; Japan and 
the EC have banded together against the U.S. super 
Article 301; the United States and the EC have united 


against the Japanese trade surplus. 


However, compromise between the United States and 
the EC is now conspicuous as illustrated by USTR Carla 
Hills’ speech: ““The United States evaluates favorably the 
unification of the EC that will take place in 1992.” The 
above-mentioned tripartite relationship will collapse if 
the EC escapes the application of super Article 301. The 
net result would be a further strengthening of the U.S.- 
EC alliance. French Minister of European Affairs Edith 
Cresson has already created turmoil with her statement: 
“The United States and the EC should join forces to 
attack Japan.” 


If the strategy of siege of the United States fails and 
punitive measures are applied to Japan, the only 
recourse left will be to “appeal directly to GATT,” (a 
leader of the MFA). Japan will seek its last resort in 
GATT, the guardian angel of free trade. 


Protectionist U.S. applications of law have been sub- 
jected to worldwide criticism in the GATT. Examples 
are: Article 337 of the Customs Law that sought the 
protection of intellectual property rights was judged to 
be “guilty” by the Examining Subcommittee: Upon 
appeal by Brazil the punitive tariff based on the Article 
301 of the trade law (President's right to impose punitive 
measures against unfair trade practices) was placed on 
the panel’s agenda for decision. 


Were Japan to appeal punitive measures based on super 
Article 301 to GATT, “the chances of winning are 
favorable,” (a mid-level executive of MITI). A victory in 
GATT, however, is fraught with the danger of making it 
easy for the United States to “leave” GATT, spurring her 
toward isolationism. 


How best to protect the national interest in the midst of 
this difficult situation? The time of reckoning has 
arrived for Japanese economic diplomacy. 


[4 May 89 p 7] 


[Text] The following was the scene at the welcome 
reception for MITI Minister Hiroshi Mitsuzuka that 
took place on 2 May at the residence of Secretary of 
Commerce Robert Mosbacher in a suburb of Washing- 
ton, D.C. Near the conclusion of the reception a woman 
approached MITI Minister Mitsuzuka and held his 
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hand, saying “I am counting on you.” It was USTR Carla 
Hills who had bravely declared in her inaugural speech 
that “if necessary even a crowbar will be used [to open 
up the Japanese market.]” 


A MITI insider who was an eyewitness to the scene 
>omplimented the minister as “already having won the 
confidence of Ms Hills.” 


The minister arrived in Washngton, D.C., on 29 April, |! 
day after the USTR publicized the “Report on Foreign 
Trade Barriers” listing 32 items (2 appended items) 
related to Japan. Heavy rain fell on the day of arrival so 
that the minister was tense as he said that “I feel as if I 
am diving into a storm.” 


MITI customarily has prepared several policies designed 
to be welcome by the United States for ministerial visits 
there. This time, however, there were no “magic tricks” 
left, since Japanese-U.S. trade frictions over the last few 
years have exhausted such. Minor countermeasures pro- 
vided by MITI included a setting up of telephone ser- 
vices to respond to complaints concerning exports to 
Japan at seven JETRO (Japan External Trade Organiza- 
tion) offices in the United States. There was a danger, 
because of the minor nature of the take-along gift, that 
Minister Mitsuzuka would become the target of criticism 
of Japan and be set upon. However, a series of confer- 
ences with USTR Hills, Secretary of Commerce Mos- 
bacher and Secretary of the Treasury Nicholas Brady 
took place in a friendly atmosphere. The new trade law’s 
super Article 301 was “not mentioned,” (an insider who 
accompanied the minister.) 


After emerging from these meetings, the minister sug- 
gested that he could build a relationship of personal trust 
with major U.S. cabinet members through his statement 
that “he who would search for a tiger cub must venture 
into the tiger’s den.” 


According to those who accompanied the minister, U.S. 
cabinet members expressed deep concern over the 
present state of the Japanese political world as a result of 
the prime minister’s resignation. 


Presidential Special Adviser Brent Scowcroft fired ques- 
tions: ““How much longer will the Recruit scandal last? 
Can the LDP win this summer's election to the House of 
Councillors?” The MITI minister was pressed for 
answers: He could only say that “the LDP will attempt to 
preserve power despite the grave situation.” 


These might have been the Bush administration’s think- 
ing about the situation of the LDP as it has been driven 
into a tight corner. 


MITI plans to count the following as successes of the 
MITI minister's visit to the United States: (1) Japan may 
suggest ideas toward a solution of the semiconductor 
problem, the symbolic item of rekindled Japanese-U.S. 
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trade friction, such as for example increased purchases of 
foreign-made semiconductors; and (2) mutual recogni- 
tion of the need to make efforts to mend rupturing 
Japanese-U.S. relations. 


The U.S. Government, however, decided to unleash 
punitive measures against Japan in the field of teleco- 
munications while the MITI minister was still in town. 
There was never any concrete commitment made con- 
cerning whether application of super Article 301 to 
Japan could be avoided. Representative Hills even 
pointed out nine areas as examples of unfair trade 
practices including semiconductors, supercomputers, 
electronic telecommunication and pharmaceuticals. 


Statements requesting early compliance were made at 
friendly meetings: “The next half year will be crucial in 
the Japanese-U.S. relationship,” (Secretary of Com- 
merce Mosbacher). “The tension between Japan and the 
United States will not relax for the next several months,” 
(Secretary of State Baker). 


At all the meetings MITI Minister Mitsuzuka officially 
promised that “Japan will become a major importing 
nation.” The new cabinet, soon to be born, will face the 
same old task of “expanded exports” and will be 
required to present a solution in some tangible form. 


* Editorial Looks at Problems in FSX Negotiations 
41050107 Tokyo ASAHI SHIMBUN in Japanese 
4 May 89 p S—FOR OFFICIAL USE ONLY 


[Editorial: “Lessons of the FSX”’] 


[Text] If you are encircled by fog when climbing a 
mountain, first you stop and think. Depending on the 
situation, you turn back. This is common sense in 
mountain climbing. 


Negotiations are the same. If they are snarled, you cool 
your head. If that doesn’t help, you go back to the 
starting point and thoroughly reconsider. If you don’t, it 
could be the same as reckless mountain climbing. 


The negotiations between the U.S. and Japanese Gov- 
ernments for joint development of the Air Self-Defense 
Force’s next generation support fighter (FSX) at last 
seems to be at the stage of a final settlement. Included at 
the closure, however, are several important issues for the 
Japanese side which cannot be overlooked. 


First, there appear to be too many inequalities in this 
settlement. 


For example, although the United States can limit the 
provision to Japan of the newest advanced technology 
information such as computer software for FSX flight 
control, Japan will provide unconditionally to the 
United States technology it has developed indepen- 
dently. Can this be called reciprocal joint development? 
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One point of concern is that there is a vagueness remain- 
ing regarding diversion and export of new technology 
created by the joint development. 


According to the final settlement, Japan, of course, 
cannot export this new technology to a third country 
without the permission of the United States, neither can 
it divert it to production of commercial or military 
aircraft in Japan. On the other hand, it is not clear how 
the United States can use the new technology. In the 
worst case, the results of joint development, funded in 
advance by Japanese tax money, might flow from the 
United States to other countries in the form of weapons 
and weapon technology. 


How did this happen? 


First of all, the coerciveness of the U.S. side must be 
cited. The U.S. stagnation in the area of technology 
development, and the rapid progress of Japan makes 
U.S. citizens uneasy, and it has increased the pressure for 
the release of emotional feelings toward Japan. It is 
regrettable that the speech and behavior of some in the 
United States reflects irrationality and inhibits U.S.- 
Japanese friendship. 


Secondly, there is the awkward handling by the Japanese 
side. 


There truly are problems in the U.S. position in the FSX 
negotiations. Yet the United States alone is not solely 
responsible for this settlement which ended up as a 
one-sided concession by Japan, no matter how one looks 
at it. It can be said that most of the factors which created 
this situation were because of the ineptitude of the 
Japanese Government. Several are enumerated below. 


1. The U.S.-Japanese exchange of documents for the 
joint development of the FSX and the detailed arrange- 
ments for its implementation are all vague. The Japanese 
side did not understand that “oral” or “heart-to-heari 
communication” political tactics are not comprehended 
by the United States. 


2. The meaning of the development of the FSX under the 
U.S.-Japanese security structure has been unclear from 
the very beginning. Because there was a lack of concern 
about what the future U.S.-Japanese relationship would 
be like, particularly in the technology and economic 
aspects, there was an early surrender to U.S. offensive 
maneuvers. 


3. Because of the domestic conditions surrounding bud- 
get management, the negotiations began before obtain- 
ing the consent of all concerned, and then there was no 
turning back. It was the same as lacking the courage to 
turn back in the middle of climbing a mountain in 
winter. The United States took advantage of this. 
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In order to make U.S.-Japanese friendship solid, the 
exchange of technology of both countries must be made 
on the basis of reciprocity, openness, and peace. These 
principles will become more and more important as the 
boundaries of both commercial and military technology 
become blurred. 


Predictions are growing in the United States and Europe 
these days that Japan will begin a total domestic produc- 
tion of major equipment beginning with the FSX. 


It is necessary to review the FSX problem from this 
angle. There is a strong fear and apprehension that the 
expansion of military use of Japanese technology will not 
only be domestic, but will be extended to the interna- 
tional arena. 


Government Panel To Study Structural Barriers 
OW0706224089 Tokyo THE DAILY YOMIURI 
in English 5 Jun 89 p 5—FOR OFFICIAL USE ONLY 


[Text] Foreign Minister Hiroshi Mitsuzuka said Satur- 
day that the government will establish an official organ 
to deal with lifting Japan’s “‘structural import barriers,” 
which the United States claims are blocking increasing 
imports to Japan. 


In an interview with The YOMIURI SHIMBUN, Mit- 
suzuka said that the Foreign Ministry will be coordinator 
of the new body and will be joined by the Finance 
Ministry, the International Trade and Industry Ministry 
{[MITI], the Transport Ministry and other ministries and 
agencies involved in economic affairs. 


The formation of the organ was prompted by a U‘S. 
proposal for bilateral talks on the issue of structural 
import barriers and by the recent Super-301 section of 
the new US. trade act invoked against Japan. 


According to sources, some agencies and ministries may 
try to block the Foreign Ministry’s role as coordinator of 
the group, because the ministry has little authority over 
domestic affairs. 


The United States has already formed a special commit- 
tee of deputy secretaries and directors of the State 
Department, the Commerce Department, the Labor 
Department, the Finance Department and the office of 
the U.S. Trade Representative in preparation for the 
bilateral talks. 


Mitsuzuka said that revamping the domestic distribu- 
tion system was one necessary step if Japan is to become 
an “importing giant.” 


Mitsuzuka’s plans will be conveyed to U.S. representa- 
tives during the two-day Japan-U:S. higher working-level 
negotiations beginning June 13. 


JAPAN 


Foreign Minister Uno Names New Envoy to U.S. 
OW2705231689 Tokyo ASAHI EVENING NEWS 

in English 25 May 89 p I—FOR OFFICIAL USE 
ONLY 


[Text] Foreign Minister Sosuke Uno Wednesday tenta- 
tively decided to replace Ambassador to the United 
States Nobuo Matsunaga this fall with Ryohei Murata, 
the current vice foreign minister. 


Matsunaga, former vice foreign minister, was appointed 
ambassador in January 1985. Although it values Mat- 
sunaga’s experience, the government thinks the time for 
his replacement has arrived now that the new U‘S. 
Administration of President George Bush has begun to 
work in full swing. 


Murata graduated from Kyoto University and entered 
the Foreign Ministry in 1952. After serving as directors 
of the Middle Eastern and African Affairs Bureau and 
the Economic Affairs Bureau, ambassador to Australia 
and deputy vice minister for foreign affairs, he became 
vice foreign minister in July 1987. He is 59 years old. 


Soviet Union 


Diplomatic Campaign Planned for Territorial Issue 
OW2505230389 Tokyo SANKEI SHIMBUBN 

in Japanese 19 May 89 Morning Edition p 3—FOR 
OFFICIAL USE ONLY 


[Text] Now that CPSU General Secretary Gorbachev has 
expressed his desire to improve relations with Japan in 
his speeches and news conference in Beijing, the govern- 
ment has firmed up a plan to consolidate Japan’s diplo- 
matic strategy toward the Soviet Union. The govern- 
ment has worked out this plan in the belief that to show 
Japan’s unwavering position in the face of the Soviet 
offensive on Japan, it is necessary to clearly emphasize 
the negotiations on the return of the northern territories. 
From the standpoint that it will be favorable for Japan to 
obtaiii the Western nations’ support for Japan’s position 
on the northern territories issue, the government will 
dispatch senior Foreign Ministry officials to Europe in 
early June. 


During his stay in Beijing, General Secretary Gorbachev 
said: ‘We are dealing with Japan with great respect.” “I 
hope to maintain active relations with Japan.” Com- 
menting on these remarks, a Foreign Ministry source 
welcomed them as an “expression of the importance of 
Japanese-Soviet relations.” 


However, a top Foreign Ministry official said that to 
cope with the anticipated Soviet offensive against Japan, 
“It is necessary to further strengthen close relations with 
the European nations and the United States.” 


As to the northern territories issue on which the Soviet 
side is taking a tough stance, there is a growing view 
within the government that it will a shortcut to have 
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European and U.S. support in the negotiations to break 
the deadlock with the Soviet Union on the northern 
territories issue. For this reason, the Foreign Ministry 
will dispatch the ministry’s Soviet Division chief, Kazu- 
hiko Togo, to the United States, Britain, France and 
other nations for 10 days. While staying in these nations, 
he will seek their understanding by explaining Japan’s 
view that determining whether the Soviet restructuring 
line is genuine or not rests on the resolution of the 
northern territories issue. 


Vice Foreign Minister Murata will meet with British 
Vice Foreign Minister Light, who is due to arrive in 
Japan on 24 May. At the meeting, Vice Foreign Minister 
Murata will explain Japan’s view that the northern 
territories issue should be placed within the framework 
of East-West relations. Through meetings like this one, 
the government plans to work on nations participating in 
the industrial nations’ summit scheduled to be held in a 
suburb of Paris in mid-July, in order to incorporate the 
northern territories issue in its political declaration. 


Source Analyzes Soviet Troop Cut Plan 
OW2605204989 Tokyo TOKYO SHIMBUN 

in Japanese 20 May 89 Morning Edition p 2—FOR 
OFFICIAL USE ONLY 


[Text] Referring to a “plan to cut 120,000 men from 
Soviet troops in the Far East” announced by CPSU 
General Secretary Gorbachev in his speech in Beijing, a 
Foreign Ministry source revealed on 19 May the results 
of an analysis of the plan, saying that “the Soviet troops 
subject to cuts are those which are deployed along the 
Sino-Soviet border areas within the two military districts 
of the Far East and Trans-Baykal.” 


The source noted: 1) before the Sino-Soviet summit, the 
Soviet Union had already announced a plan to pull out 
75 percent (about 38,000 men) of the Soviet forces in 
Mongolia (50,000 men); and 2) General Secretary Gor- 
bachev had earlier declared az intention to reduce troops 
in the Soviet Far East by a total of 200,000 men. The 
source said that the balance of about 42,000 men—after 
subtracting 120,000 men coming from the two military 
districts of the Far East and Trans-Baykal and 38,000 
men from Mongolia—will come from the two military 
districts of Siberia and Central Asia. 


The source thinks: ““The plan to cut 120,000 men has 
been prepared in line with the improved relations with 
China in mind,” while the repeated requests of Japan for 
withdrawal of Soviet troops in the northern territories 
(one division with about 9,000 men) have not been taken 
into account. 


AKAHATA Comments on Sino-Soviet Relations 
OW2905 122689 Tokyo JPS in English 0934 GMT 
29 May 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo May 27 JPS—AKAHATA, the central 
organ of the Japanese Communist Party, on May 27 
carried an unsigned comment on the normalization of 
relations between China and the Soviet Union by the 
recent summit talks. 


JAPAN 


The article affirmatively quoted the following lines in the 
Sino-soviet Joint Communique: “The two sides...would 
develop their relations on the basis of the universal 
principles guiding state-to-state relations”, “both sides 
expressed readiness to resolve all the disputes between 
the two countries through peaceful negotiations, and 
neither side would use or threaten to use arms against the 
other by any means.” “The two sides agreed to take 
measures to cut down the military forces in the areas 
along the Sino-Soviet boundary to a minimum level 
commensurate with the norma!, good neighborly rela- 
tions between the two countries.” The Chinese side is 
opposed to any attempt to create “two Chinas’, “one 
China and one Taiwan” or “the independence of Tai- 
wan,” and the Soviet side expressed support to this 
position. 


The past worsening of relations between the Soviet 
Union and China, both big socialist countries, inflicted 
complexes and negative effects over the situation in Asia 
and world, and caused serious hardships and disunity 
among the world communist movements. 


Viewing from the past abnormal confrontation between 
the two countries and the serious bad effects it had 
caused internationally, normalization of relations and 
the points written in the joint communique, which are 
quoted by AKAHATA as the affirmative parts, are 
matters that ought to be, and generally speaking, it is in 
the direction of progress of the world. 


At the same time, the paper points out, that there are 
serious problems running country [as received] to the 
direction of progress and peace. 


In the communique, the Soviet side stressed “‘all human 
values” and called for the “establishment of new politi- 
cal thinking in international relations.” This is contra- 
dictory with the way to world peace and progress. 
[sentence as received] 


One typical result of this is the failure of the communi- 
que to mention elimination of nuclear weapons, the most 
urgent task, and the dissolution of the nuclearized mili- 
tary blocs, one of the central tasks of peace. In the 
communique China and the Soviet Union, both nuclear- 
weapons-possessing socialist powers, failed to refer to 
the task of elimination of nuclear weapons. This has 
disappointed the world anti-nuclear peace forces. 


“New thinking,” taken up in the communique, is in 
conformity with the five principle of peace which are 
also asserted by the communique as the bases of rela- 
tions between the two countries. 


The joint communique says, “Both deemed it essential 
to denounce the attempt or action of any country to 
impose its will on others or seek hegemony of any form 
anywhere in the world”’. This is all right so far as it is 
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said. But who can be so simple as to trust them, when 
they have made no liquidation on their past hegemon- 
ism, and the attitude of each of them to U.S. imperial- 
ism. 


Speaking of relations with Japan, the Chinese leadership 
attempted during the term of “Great Cultural Revolu- 
tion” to impose the Mao Zedong Thought, the armed 
struggle course as the only course, which are all alien to 
scientific socialism, to the communist parties and dem- 
ocratic forces all over the world, and launched wild 
attacks on the Japanese Communist Party. Their hege- 
monist interference has not been liquidated still. 


Hegemonism and great power chauvinism of both China 
and the Soviet Union find their typical international 
expression in the aggression of Czechoslovakia by the 
armed forces of the Soviet Union and four other socialist 
countries (1968), Soviet military intervention in Afghan- 
istan (1979), China’s aggression against Vietnam (1979), 
and Chinese support of the genocidal Pol Pot faction of 
Cambodia. Although extolling opposition to hegemon- 
ism, the joint communique fails to touch on liquidation 
of the great-power chauvinist or hegemonist errors com- 
mitted by respective countries. 


According to the joint communique, the two sides agreed 
to develop contacts and exchanges in accordance with 
the principles of independence, complete equality, 
mutual respect and non-interference in each other’s 
internal affairs. The three items, except “mutual 
respect”, are universally recognized norms of commu- 
nist movements in the world. But what does “mutual 
respect’”’ mean? This principle has been claimed by the 
Communist Party of China since its 12th national con- 
gress in 1982, but it has a very serious point. By adapting 
the meaning of “‘mutual respect” to both China and the 
Soviet Union, it has become clear that each party will 
respect the other’s assertion, on matters including their 
hegemonist and big-power chauvinist errors. 


The CPC took this unprincipled attitude toward the 
Japanese Communist Party. Refusing to admit its inter- 
ference as interference, the Chinese side attempted to 
rationalize the continuation of its relations with anti- 
JCP cliques and elements which had been produced by 
their interference, in the name of “mutual respect”. 


On Cambodia, the joint communique of the summit 
confirmed the statement of the foreign ministers of the 
two countries issued on February 6. In the foreign 
ministers’ statement, both sides referred to the compo- 
sition of a future Cambodian Government and its head. 
China and the Soviet Union have no right to speak of the 
domestic problem in Cambodia, including the question 
of a Cambodian Government, in the name of the Cam- 
bodian people. 


JAPAN 


Editorial Comments on Sino-Soviet Relations 
OW2205 123789 Tokyo MAINICHI DAILY NEWS 
in English 21 May 89 p 2—FOR OFFICIAL USE 
ONLY 


(Editorial: “Sino-Soviet Ties, Students”] 


[Text] The Soviet-Chinese summit meeting, which drew 
worldwide attention, ended with the issuance of a joint 
communique. Both Deng Xiaoping, paramount leader of 
China, and General Secretary Mikhail Gorbachev of the 
Soviet Union expressed satisfaction with the outcome of 
the talks. Even the United States, which had closely 
watched the course of the summit meeting, welcomed 
the speech made by Gorbachev as contributing to an 
easing of tension. 


This was a historic reconciliation achieved by the two 
large socialist nations. 


If this reconciliation had taken place five or 10 years 
before, international society would have been greatly 
alarmed. This time it was a reconciliation that took 
place, under the pressure of the current of history, 
between two huge socialist nations that have lost much 
of their former energy to challenge the western world. 


The historic handshake by Deng and Gorbachev indi- 
cated that the two countries are standing at a momentous 
turning point of their political and economic policies. 


At the very moment that the handshake took place, 
thousands of students and workers were assembled at 
Tiananmen Square, outside the hall where the summit 
meeting was being held. They shouted their distrust of 
the Chinese Communist Party and for a speedup of 
further democratization. Hailing Gorbachev's reforms 
as a symbol, they welcomed his visit while denouncing 
the Chinese Communist party, emphasizing their 
demands with demonstrations and a hunger strike. The 
situation has now led to the imposition of martial law. 


In the Soviet Union, reforms are advancing in the 
political field in parallel with perestroyka (reforms) and 
glasnost (openness), but the economic situation is not 
improving. In China, on the other hand, the economy is 
being reformed and is so active as to cause inflation but 
reforms in the political field are not moving ahead. 


Fo: the students gathered at Tiananmen Square, the 
flowers seen “‘next door” appear beautiful. At the same 
time, the scenes observed on television showed that both 
the Soviet Union and China are facing difficulties in the 
reactivation of communism. 


The Sino-Soviet summit meeting achieved the expected 
diplomatic results. Deng Xiaoping must be very satis- 
fied. Nevertheless, the rise of the democratization move- 
ment to an unexpected extent, stimulated by Gor- 
bachev’s visit, must be a problem too heavy for the 
84-year-old Deng to shoulder. 
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It cannot be known with what feelings Gorbachev, who 
was hailed as a symbol of reforms, shook hands with 
Deng. But Gorbachev succeeded in attaining the long 
desired stabilization of revelopment expected to take 
place in the Asia-Pacific area in the 2Ist century. To 
obtain a voice in the security arrangements of this region 
is the nucleus of the Soviet Union’s Asia policy. 


The first step in carrying out this policy is, needless to 
say, the assuring of good relations with China. With the 
success of the summit meeting, the Soviet Union has 
been freed from the nightmare of a possible American- 
Chinese alliance directed directed against it. 


Gorbachev’s next goal in Asia will undoubtedly be the 
improvement of relations with Japan. For Japan too, this 
may usher in a new age of Soviet-Japanese relations. 


Paper on Normalization of Sino-Soviet Relations 
OW 1905030289 Tokyo THE JAPAN TIMES 

in English 18 May 89 p 1IS—FOR OFFICIAL USE 
ONLY 


(Editorial: ““Detente Comes East”’] 


[Text] Powerful forces were at work this week when 
Chinese senior leader Deng Xiaoping and Soviet leader 
Mikhail Gorbachev raised their glasses in complimen- 
tary toasts in Beijing’s Great Hall of the People. Over- 
coming the inhibitions of 30 years of tension and ill will, 
the heads of the two giants of the communist world 
captured attention around the globe with one of this 
decade’s most important diplomatic breakthroughs. 


But if history was being made inside the Great Hall of 
the People, Chinese students were noisily writing their 
own chapter just outside the hall’s doors with their 
thunderous chants calling for democracy and reform 
within their huge country’s ruling structure. On several 
different levels, therefore, we are wiinessing a historic 
transformation of the communist world. 


This process should not encourage superficial analysis. 
The normalization of ties between Beijing and Moscow 
achieved this week was psychological and symbolic. 
During the last three decades, even when Soviet and 
Chinese troops were engaged in bloody skirmishes as 
they were in 1969, diplomatic ties were never broken. 
Along the extensive Sino-Soviet border, trade has been a 
constant regardless of the war of words elsewhere. 


In fact, there has been a broad continuity of government- 
to-government contacts throughout the period. National 
interests have, of course, collided, but the heart of the 
disagreement was over party, not state, policy. Mr. 
Deng’s insistence on formal equality between the world’s 
two largest Communist Parties in his meeting with Mr. 
Gorbachev was therefore no formality. 


JAPAN 


This ideological dimension to the Sino-Soviet rift must 
be kept in mind if we are to understand the relationship 
between this week’s Beijing summit and the Western 
camp’s great nightmare. A rebirth of the Sino-Soviet 
bloc. For once, the often hysterical fears of Western 
anti-communists appeared to have some substance. 


In the early 1950s, China was the Soviet Union’s most 
powerful ally. Many observers in the West, especially in 
the United States, saw the Sino-Soviet challenge as an 
ideological threat. It was not Soviet or Chinese expan- 
sionism as such that was feared so much as the spread of 
revolutionary communism. During that period, world 
maps showing a huge red slash from the Arctic to the 
South China Sea haunted the Western imagination. Both 
the Korean and the Vietnam conflicts resulted from 
those fears. 


Thirty years later the free world can sleep soundly 
knowing that there will be no return to the bad old cays. 
The idea of a Sino-Soviet bloc, ideological or otherwise, 
is dead, never to return. But it also must be understood 
that this week’s rapprochement is neither a recent affair 
nor the product of improved Soviet-U.S. ties. It has its 
roots in the late 1970s and reflects a dynamic in which 
“China cards” and other Western concerns have been 
only minor factors. 


This brings us to China’s insistence that three obsta- 
cles—Cambodia, Afghanistan and Soviet troops on the 
Chinese border—had to be overcome before there could 
be any reconciliation with Moscow. Soviet withdrawal 
from Afghanistan constitutes both the greatest success of 
this and the greatest puzzle. 


China’s solidarity with the West on this issue was an act 
of exceptional generosity for which the Western alliance 
should be immensely grateful. At a time of extraordinary 
East-West tensions, china played more than its part in 
standing firm against soviet adventurism in the Middle 
East. In our view, tactical advantage in the diplomatic 
cat’s cradle that pits China and Pakistan against the 
Soviet Union and India was only a small concern in this 
Chinese policy. 


But China was also playing for time. While domestic 
concerns loomed large and relations with Hanoi, the 
Soviet Union’s most important East Asian ally, were 
strained, Beijing was inn no hurry to give the Soviet bear 
a hug. 


Mr. Gorbachev's announcement this week that all Soviet 
troops are to be withdrawn from Outer Mongolia there- 
fore represents a triumph for this Chinese strategy. 
Vietnam’s retreat from Cambodia is an added bonus. 
China is getting its way and the whole world is the 
beneficiary. Now the fruits of this historic summit—in 
reduced arms expenditures—need to be passed on to 
those whose needs are most pressing: the Chinese and 
Soviet peoples themselves. 
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New Business Expected From Sino-Soviet Summit 
OW2605010989 Tokyo ASAHI EVENING NEWS 

in English 24 May 89 p S—FOR OFFICIAL USE 
ONLY 


[Text] Following normalization of diplomatic ties 
between Moscow and Beijing, expectations for new busi- 
nesses are soaring among Japanese trading houses eyeing 
profits in coordinating trilateral joint economic develop- 
ment projects in the Soviet Far East. 


Establishment of a special model zone for Siberian 
economic development near the Sino-Soviet border was 
first suggested by reformist Kremlin leader Mikhail 
Gorbachev in the Siberian city of Vladivostok in 1986. 


Gorbachev again mentioned the idea on May 17 during 
his visit to Beijing for a summit conference with Chinese 
leaders, spurring speculation in Japan that official 
announcement of such a special zone is near at hand. 


Joint economic development of Siberia and the rest of 
the Soviet Far East has been a major subject for discus- 
sion dDetween the Soviet Union and Japan for some time, 
but the past talks have often been impeded over how to 
secure a dependable labor force in the sporadically- 
poppulated region. 


With the rapprochement, however, a way to solve the 
problem has been opened by bringing Chinese workers to 
sites in the Soviet territories. 


“(Now that the bilateral relationsw were pronounced 
normalized.) it’s possible to plan business projects comb- 
inging Soviet natural resources, Chinese labor and Jap- 
anese technolgy and capital,” said a regional trade 
expert. 


He added that a new economic sphere might be covered 
around the Sea of Japan with South and North Korea 
joining the trilateral framework in the future. 


Anticipating such a trend in the Far East, Nissho Iwai 
Corp. in April last year set up an independent office to 
look after its business in an area covering China, the 
Soviet Union, South Korea, hong Kong and Taiwan. 
Other bigname trading houses such as Mitsui & Co. are 
in the process of establishing similar offices, according to 
industry sources. 


The Sino-Soviet summit in Beijing represents in the view 
of many Japanese trading firms, a factor certain to 
further promote business moves in the direction. 


But the trilateral business concept is not withOout prob- 
lems. 


JAPAN 


For one thing, the currency exchange rate of the Soviet 
ruble in business terms is said to be as low as one- 
twentieth of the officially-quoted level. Such a currency 
exchange situation seems prone to financial disputes 
over wages and payments. 


For another, it still remains to be seen how much the 
Soviet side will contribute to carrying out civil engineer- 
ing work necessary to build port facilities and roads. 


Trade Mission To Visit Manchuria, Soviet Far East 
OW2505004789 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 20 May 89 p 2—FOR 
OFFICIAL USE ONLY 


[By staff writer Akihiro Tamiya] 


[Text] On July 6, a contingent of Japanese businessmen 
will touch down in the town of Dalian, Manchuria, for a 
series of talks with Chinese officials. 


This is no routine trade mission, however, and these are 
not just any talks. 


The mission, which will also include a stop in Soviet East 
Asia, will consist of about 130 of Japan’s most high- 
powered executives from the securities, life insurance, 
banking, trading and manufacturing industries. 


And the talks will focus on a goal that would have been 
quixotic in the days before China and the USSR began 
titling toward the free market: The prospect of establish- 
ing an economic community around the Sea of Japan. 


The Sea of Japan—or “the Sea of Tension,” as it has 
been known—is surrounded by some of Asia’s perennial 
antagonists, the Soviet Union, China, Japan, and North 
and South Korea. 


But lately, encouraged by the emerging detente between 
the Russians, the Chinese and the South Koreans, it is 
being seen as something of a “Sea of Opportunity.” 


Hisao Kanamori, one of Japan’s leading economists and 
the director of the new Institute for Soviet and East 
European Economic Studies, cities the “enormous 
potential in combining Siberia’s natural resources, Chi- 
na’s and North Korea’s cheap labor, South Korea’s low 
priced goods, and Japan’s technology.” 


And the economic mission to Manchuria and the Soviet 
Far East is significant because any large-scale develop- 
ment in those areas would be doomed without Japan’s 
capital as well. 


No concrete plans or specific goals have been spelled out, 
but the sheer size and weight of the delegation is sym- 
bolic of the winds of change blowing across the sea. 
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According to the Japan-China North-east Development 
Association, the private group organizing the trip, it will 
be the largest such mission ever dispatched to the sea, 
and it will be led by Japan’s top securities Chairman 
Setsuya Tabuchi. 


Group members will hold meetings with Chinese and 
Soviet officials to discuss bilateral and trilateral eco- 
nomic cooperation, including joint ventures. These 
might involve the development of Manchuria and Soviet 
East Asia, an area whose importance is being underlined 
this week by Mikhail Gorbachev's trip to Beijing for the 
first Sino-Soviet summit in 30 years. 


Association officials claim that cash-rich Japanese finan- 
cial institutions are showing strong interest in sowing the 
seeds of large-scale projects. And trading firms are seek- 
ing to mediate rapidly expanding Chinese-Soviet Trans- 
actions. 


The mission will leave Tokyo on July 6 to visit Dalian 
and Harbin in China, and Khabarovsk, the main indus- 
trial town in the Soviet Far East, and return to Niigate, 
Japan, on July 11. 


It will also herald a new triangular air route, linking 
Niigata, Harbin and Kharbarovsk. Regular service on 
the Harbin-Khabarovsk led of the route—the first 
between Manchuria and the Soviet Far East—is 
expected to begin by the summer. 


There is other evidence of multilateral cooperation in the 
area. 


For instance, the Association for the Promotion of 
International Trade, another private organization, is 
considering promoting exports of Chinese textiles and 
consumer goods to the Soviets by providing equipment 
and expertise for production and designing, according to 
Jiro Takeyoshi, the association’s managing director. 


And some Japanese trading firms have already ventured 
into new forms of multilateral trading arrangements. 


Since last yer, for instance, Tokyo Maruichi Shoji Co. 
has been playing the role of intermediary for the repair of 
Soviet fishing vessels in China. Based on a trilateral 
agreement, the Japanese trading house pays China repair 
charges on behalf of the Soviets, while the Soviets give 
the trader refrigerated fish. 


The deal allows China to obtain hard currency, and the 
Soviets to save on it. For its part, Tokyo Maruichi bean 
obtain expensive fish caught by the russians in their 
waters, where Japanese fishing has been restricted. 


To be sure, the move toward multilateral cooperation is 
still very modest in scale. And there are some imposing 
obstacles. 


JAPAN 


Among them are the primitive infranstructure of the 
Soviet Far East and China and the fact that their 
currencies are no convertible. 


Further, there is still no clear, prospect for a reduction of 
Soviet naval forces in the region. And this, coupled with 
the dispute over Soviet occupation of what Japan calls its 
Northern Territory, is bound to hinder any genuine 
Japanese-Soviet rapprochement. 


But that has not stopped Japanese trading firms from 
moving to set up offices in the Soviet Far East. 


Nissho Iwai Corp. took the lead by opening an office in 
Khabarovsk in April. Other major traders plan to set up 
offices in the same city, while the Japan-USSR Trade 
Association, constisting of small and medium-sized trad- 
ing firms, will open an office in Irkutsk. 


“The new Soviet policy of giving local agencies and 
enterprises the right to trade directly with foreigners has 
made the opening up of an office in the Soviet Far East 
or Siberia significant,” said Tetsuo Sato, the associa- 
tion’s chairman. 


““By using the new base in Irkutsk,” he added, ‘“‘we will 
establish closer ties with local agencies, which now have 
the right to decide on local projects independently. 


Meanwhile, Mitsuru Ikeya, manager of Nissho Iwai’s 
USSR trade section, said the firm’s Khabarovsk office 
would serve to monitor Sino-Soviet border trade, which 
began in 1982 on a barter basis. 


Indeed, he said, “Japanese trading firms can be facilita- 
tors of the barter trade. With the expansion of the trade 
volume, it will be necessary to better coordinate the 
transactions. some countries, for instance, might have 
the need for a commodity from another country, but be 
unable to trade anything in return. Thus, third countries 
would have to be involved. Japanese trading firms, with 
their global sales networks, can perform this function.” 


China 


AKAHATA Opposes Martial Law in Beijing 
OW2905 103589 Tokyo JPS in English 0925 GMT 
29 May 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo May 29 JPS—AKAHATA of May 29 
carried an editorial entitled ““On the Current Situation in 
China—Martial Law and Socialist Democracy”’, the gist 
of which follows: 


Since Mid-April, a massive movement of students in 
demand of “democracy” and “freedom,” supported by 
intellectuals and a wide range of other citizens, has been 
carried through in Beijing and many other cites in China. 
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In the editorial of its paper, PEOPLE’S DAILY dated 
April 26, the leadership of the Communist Party of 
China asserted that the movement was a systematic plot, 
“turmoil”, aimed at destablising the feeling [as received] 
of people, disturbing the peace of country and sabotaging 
the present political situation of stability and unity. It 
called on the whole party and people to oppose the 
“turmoil’’. 


The party and government leadership of China on May 
20 declared martial law in the city of Beijing on the 
ground that a serious “turmoil” was plotted in the city of 
Beijing and the social stability was disturbed and the 
people’s ordinary living and social order was sabotaged. 


An armed crackdown on a peaceful mass movement of 
students and other citizens must absolutely never be 
conducted under socialism which should give the whole 
world an example of full democracy and of a respect to 
the people’s human rights. The Japanese Communist 
Party expresses a deep concern about the declaration of 
martial law in the capital of a country which calls itself 
socialist, and about the danger of armed suppression of 
peaceful mass-movement. 


The Chinese leadership’s definition of the students’ 
movement as a “turmoil” is completely far from the fact. 
Means which students used in the movement were 
demonstrations and rallies in peaceful way, the supreme 
form of which was hunger strike. It is a matter of 
common knowledge that a hunger strike is a typical 
example of non-violent struggles, which has nothing to 
do with violence or turmoil. 


If some Chinese leaders think that they can justify the 
definition of the movement as a “turmoil” and the use of 
armed forces to suppress it, even though its form is a 
peaceful one, because they cannot accept students’ and 
citizens’ demands, it proves that the present Chinese 
leadership lacks the spirit of socialist democracy. 


Students’ and citizens’ central demands are “‘democrati- 
zation” and “freedom”. For this very reason, the danger 
of suppression of the movement by armed forces is a 
serious international problem affecting international 
reliability on socialism. 


Backwardness or weakness of some existing socialist 
countries, in many cases, cannot be attributed to their 
historic conditions and international and domestic envi- 
ronment. Specific sincere efforts are needed to overcome 
them. 


What the present situation in China poses is the basis of 
socialist democracy. 


The Japanese Communist Party points out that the plan 
to use armed forces to suppress the movement of stu- 
dents, workers and citizens should be stopped, and that 
it is appropriate to a socialist country to settle the 
problem through democratic procedures. We also again 
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reiterate that if the step to “gain ascendancy over the 
turmoil” by armed forces will be enforced, it will harm 
the ideal of socialism internationally. 


YOMIURI Views PRC Situation 
OW 1006115889 Tokyo THE DAILY YOMIURI 
in English 9 Jun 89 p 6—FOR OFFICIAL USE ONLY 


[YOMIURI SHIMBUN 8 June editorial: “Tragedy in 
China’’] 


[Text] Western nations have expressed their outrage 
against the suppression of the pro-democracy movement 
in China which has cost so many lives, and have imposed 
sanctions on China. 


The United States has banned the export of weapons and 
suspended military exchanges. West European countries 
have stopped high-level official contacts with China and 
have prohibited the export of weapons to that nation. 


The United STates and other Western nations regard 
China as an important Asian country and place emphasis 
On maintaining friendly ties with the Beijing govern- 
ment. nevertheless, they felt compelled to strongly con- 
demn the military crackdown for humanitarian reasons. 


Vice Foreign Minister Ryohei Murata Wednesday asked 
Chinese Ambassador yang Zhenya to convey to the 
Chinese Government Japan’s stance that the military 
suppression was unacceptable from a humanitarian 
viewpoint. On the same day Prime minister Sosuke Uno 
told the Diet that it was a grave and unaccepatable act to 
use guns against people. This was a natural response. 
Nobody who has viewed the tragic scenes in Beijing in 
newspaper photos or on television could see them in any 
way but barbarous. 


The government should sense the feeling of the Japanese 
people and urge Chinese authorities to avoid repeating 
such tragedies. A Chinese Government spokesman said 
China is “not afraid” of meddling by other countries into 
its internal affairs by criticism or sanctions. he asked, 
‘What is the worth of foreign aid, if the government is 
overthrown?” 


We, of course, should not meddle in the domestic affairs 
of China, and perhaps the pro-democracy movement 
and the political turmoil are the domestic affairs of 
China. But the indiscriminate shooting of people must 
be condemned from a humanitarian point of view. 


The Japanese government at this time has not intention 
of taking punitive actions against China, since Japan’s 
relations with that country are quite different from those 
between Western nations and China. Japan is responsi- 
ble for a tragic and painful period in relations between 
the two nations in the past. 
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Japan and China have strong economic ties and are 
mutually dependent in such fields as investment and 
trade. Japan also has extended or pledged a total of Y 
[yen] 1.6 trillion in loans. 


Japan has sought to construct eternal friendship with 
China, and deplores any situation which may cause 
cracks in our relationship. We hope the Chinese govern- 
ment will heed our heartful message and the response of 
international society without prejudice and make efforts 
to solve its problems peacefully. 


Unfortunately, the current disorder in China already is 
hindering Japanese business activities and exchanges 
between the two nations, including economic coopera- 
tion. Exchange prospects are now not bright. 


The military suppression of the pro-democracy move- 
ment caused panic in Hong Kong, which reverts to China 
in 1997, and made southeast Asian nations uneasy. We 
are concerned that China will become internationally 
isolated. 


We strongly desire China’s all-out effort to avoid a civil 
war which reports from China said threatens to break 
out. The stability of China is indispensable for the 
stability of Asia. 


The world welcomed the modernization efforts of China 
and its 10-year-old history of opening its society and 
economy. This must not be destroyed by civil war and a 
power struggle. 


Columnist Views Unrest, ‘Stagflation’ 
OW3005 150689 Tokyo THE DAILY YOMIURI 
in English 28 May 89 p I—FOR OFFICIAL USE 
ONLY 


[““Economic Column” by Yoshio Matsui, YOMIURI 
SHIMBUN Economic Editor: “Chinese Chaos Puts 
Crunch on Investment”’} 


[Text] The economic backlash of the current confusion 
in China has begun to make itself apparent; the chaos is 
intensifying China’s “stagflation,” a combination of con- 
tinued inflation and faliing investment from abroad, and 
the business shump is worsening. 


The protests in China have involved not only students, 
but also ordinary citizens and workers from production 
lines. Japanese executives working for Japan-china joint 
ventures in Beijing have reported that production has 
become sporadic. 


The short suppoly of goods in China is apparently one of 
the main causes of the inflation, and the workers’ 
“escape” from the workshop will certainly exacerbate 
the shortage. 
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The inflation rate for 1988 was placed as high as 18.5 
percent—the worst since the founding of the People’s 
Republic of China. But if the present confusion contin- 
ues, the inflation rate for 1989 may rise even higher. 


If the current situation continues, long-term measures to 
battle inflation will become crucial. 


Japanese tourists scheduled to visit China have begun to 
reschedule their trips to Southeast Asia, India and other 
areas, which could be particularly damaging since tourist 
spending represents a considerable portion of China’s 
acquisition of foreign currency. 


If stagflation continues and the current political chaos is 
prolonged, the incentive for foreign businesses to invest 
in China will flag even further. The current mood among 
Japanese firms is to lay low for the time being and delay 
any plans for plant expansion. 


Investment in China from abroad peaked in 1985 with 
3,073 contracts, worth $5.932 billion. Investment in 
1986 was far below the 1985 level, but rebounded 
slightly in 1987 and a boomlet occurred again in 1988. 


Investment in the first three quarters of 1988 increased 
73 percent, or $3.36 billion, from the corresponding 
period of the previous year. The number of contracts 
concluded during the three-quarter period totaled 3,688. 
General Secretary Zhao Ziyang’s positive policy to 
develop the coastal area as an economic zone apparently 
served as a strong incentive. 


Therefore, if Zhao disappears from the core of China’s 
political leadership, most foreign interests are certain to 
shrink. Without foreign capital, the Chinese economy 
will certainly suffer another phase of prolonged stagna- 
tion. 


Japanese business enter prises in the region have been 
somewhat different from their counterparts from other 
countries in the past few years in that the Japanese firms 
have been very prudent in terms of investment in China. 


Four factors could explain this attitude: inadequate 
infrastructure, complicated procedures needed for 
investment, incomplete legal systems covering invest- 
ment and arbitrary invocation of law, and difficult 
procurement of raw material. 


On May 24, the Japan-China agreement on the protec- 
tion of investment took effect. The agreement was 
expected to gradually improve the circumstances for 
investment. But the current chaos in China is a great 
blow to the improvement. 


Japanese business enterprises have now been forced to 
reconsider their investment strategy in China. 
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Hitachi To Export Chinese-Made TV’s to U.S. 
OW2405 100389 Tokyo THE JAPAN ECONOMIC 
JOURNAL in English 20 May 89 p 22—FOR 
OFFICIAL USE ONLY 


[By Motohiro Matsumoto, NIHON KEIZAI SHIMBUN 
staff writer] 


[Text] Japanese appliance makers are starting to rethink 
the skepticism with which they previously viewed the 
strong relationship between Hitachi Ltd. and China. But 
only a little. This is because the Tokyo-based company 
will begin exporting TV sets to the U.S. from its Chinese 
plant by the end of this year. 


China welcomes Hitachi’s plan to ship some 100,000 
14-inch color TVs from its joint venture in Fujian 
Province and sell them under the Hitachi name in the 
U.S. market. Earlier in 1981, Hitachi and the Fujian 
provincial government set up the joint firm, Fujian 
Hitachi Television Co., opening the way for business 
tie-ups between the two countries. 


Fujian Hitachi now produces TVs ranging from 14 to 22 
inches at an annual rate of 500,000-600,000 units. 
Although it has exported small quantities of its products 
to Southeast Asian and European countries, exports to 
the U.S. will be the firm’s first full fledged foreign market 
advance. 


Hitachi’s 14-inch TVs sold in the U.S. are now imported 
into Japan from a plant in Singapore and from Gold Star 
Co., a South Korean maker. However, the firm no longer 
receives appliances from Gold Star on an original equip- 
ment manufacturing basis, and plans to gradually reduce 
imports from its Singapore plant, as well. Thus in the 
future, it plans all of its 14-inch TVs for export to be 
produced in China. 


But despite Hitachi’s intention to become the first major 
Japanese appliance maker to sell made-in-China TVs in 
the U.S. market, its initiative is drawing only calm 
reactions from its domestic competitors. many of them 
question whether China-made appliances will be price- 
competitive. Although China offers abundant cheap 
labor, its parts industry has yet to be developed, they say, 
adding that exports using Japanese-made parts will not 
break even. 


Hitachi made a “bold” decision, says an executive of a 
major appliance manufacturer. “Even if you try to 
develop a joint venture into an export base, you cannot 
bring profits from it into Japan,” he explained. “‘Guar- 
anteeing a steady flow of finished products is also a 
matter of concern.” 


Nevertheless, there are sides of Hitachi’s relations with 
China that cannot be explained by economic principles 
alone. Its decision to help the Chinese produce videocas- 
sette recorders represents one example. 
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Hitachi decided to provide its integrated VCR produc- 
tion technology to China, even though it was aware that 
the Coordinating Committee on [Multilateral] Export 
Control (COCOM) could take issue with the 

transfer. In fact, the Paris-based COCOM initially 
blocked the export, but approved it later on condition 
that Hitachi lower the quality of measuring equipment to 
be supplied to China. 


The prevailing view in the industry at the time was that 
the COCOM would not authorize the transfer of Hita- 
chi’s cylinder-processing technology. But China directly 
asked Hitachi to exert maximum efforts to secure export 
approval when the nation received press reports that the 
technology transfer was being blocked by the COCOM. 


As for the planned TV exports to the U.S. market, 
Hitachi director, Kimio Takahashi, admits that TVs 
produced at the Singapore plant are not so different from 
those made in China in terms of cost. It is therefore likely 
that Hitachi decided on the TV export scheme because of 
the importance it places on its relationship with China, 
which is anxious to develop more export industries. 


In contrast to some Japanese appliance makers which 
hold a negative view on joint ventures with the Chinese 
due to such differences as labor policies between the two 
countries, Hitachi has joined forces with Chinese firms 
to produce cathode-ray tubes and refrigerators, in addi- 
tion to TVs. 


Hitachi is a top brand name in the Chinese appliance 
market where potential demand is extremely strong. 
However, the firm maintains the largest share of the 
electric appliance market there by complying with Chi- 
nese requests for production through joint ventures—a 
factor which provides little comfort to Hitachi’s compe- 
tition. 


“Other things being equal, Hitachi will beat us every 
time in China no matter how hard we may try,” an 
executive of a Japanese appliance maker said, ‘because 
the Chinese trust Hitachi so much.” 


North Korea 


Foreign Minister Uno Comments on Possible Aid 
OW2805040289 Tokyo THE JAPAN TIMES 

in English 27 May 89 p 3—FOR OFFICIAL USE 
ONLY 


(Text] Japan may offer economic assistance to finan- 
cially-troubled North Korea, said Foreign Minister Sos- 
uke Uno. 


Uno, speaking Wednesday before a Diet subcommittee 
on foreign affairs, said that despite North Korea’s reti- 
cence towards Japan, “we would like to indirectly 
accommodate (Pyongyang) as much as we can.” 
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But the foreign minister said that until Pyongyang breaks 
its silence and engages in direct talks, an offer of bilateral 
assistance is not being considered. 


“If only we had government-to-government contacts, we 
could talk about many areas of cooperation,” Uno said. 
“But until that stage is reached, it would be jumping the 
gun to say whether we should or should not (offer 
bilateral aid).” 


On the prospect of Japan’s rendering assistance through 
international organizations or as a partner in a multina- 
tional aid coalition, Uno said, “I think we should do 
that.” 


Liberal-Democratic Party Diet member Takujiro 
Hamada called on Uno to adopt a policy toward lessen- 
ing tension on the Korean peninsula by helping to 
stabilize the North Korean economy. 


DPRK To Enter Wrestling Meet 
OW030604 1689 Tokyo THE JAPAN TIMES 
in English 2 Jun 89 p 2—FOR OFFICIAL USE ONLY 


[Text] North Korea has submitted entry forms for the 
upcoming sixth Asian Amateur Wrestling Champion- 
ships to be held in Ibaraki Prefecture. 


Officials of the Japan Amateur Wrestling Federation 
said thursday that Pyongyang is seeking to have seven 
wrestlers and three officials in Japan for the tournament. 


The deadline for the formal entry for the three-day 
competition, which will start June 30 at Oaraimachi, is 
June 28, and North Korea is now apparently certain to 
take part in the competition. 


A North Korean table tennis team pulled out of the 
Asian Table Tennis Championships held in Niigata last 
May to protest their expulsion from a reception. 


Before their departure from Japan, the leader of the table 
tennis team, Li Jong Ho, had said: “We wil never 
participate in any sports meets in Japan.” 


But since Prime Minister Noboru Takeshita’s expression 
before the Diet earlier this year of “‘remorse” over the 
“unfortunate past”, relationship between Japan and 
Korea, bilateral relations have taken a turn for the better, 
sports sources said. 


Members of the North Korean national soccer team are 
in Japan to compete at Tokyo’s National Stadium on 
Sunday in the 1990 World Cut Asia Region Group Six 
qualifying round. 
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South Africa 


Officials Hold ‘Secret’ Talks on Sanctions 
OW2605040089 Tokyo THE JAPAN TIMES 

in English 25 May 89 p 3—FOR OFFICIAL USE 
ONLY 


[Text] A senior South African official held secret meet- 
ings with Japanese government officials to ask that 
sanctions against his country not be toughened, a busi- 
ness source said Wednesday. 


Foreign Ministry officials confirmed that N.P. Van 
Heerden, South Africa’s top foreign ministry official, 
met with his Japanese counterpart, Ryohei Murata, and 
other officials last week, but they declined to detail the 
discussions. 


Senegalese Ambassador Keba Cisse, spokesman for Afri- 
can delegations in Tokyo, said the secrecy surrounding 
the talks is likely to damage Japan’s relations with 
African nations. 


It is second disclosure of unannounced meetings 
between high-ranking South African government repre- 
sentatives and Japanese officials in two months. 


Japan and South Africa maintain consulates in each 
other’s capitals, but do not maintain formal diplomatic 
relations. 


Foreign Ministry officials did say Van Heerden dis- 
cussed economic sanctions with the Japanese Govern- 
ment. One added that there is “no strong trend” toward 
strengthening sanctions. 


Van Heerden, who was in Japan from May 13 through 
May 17, also discussed the independence process in 
Namibia, which is taking place under the supervision of 
the United States, the source said. 


After the United States, Japan is the largest donor of 
resources in the transition to Namibian independence. 


The source, a member of the Southern Africa Trade 
Association, said Van Herden told him he had asked 
Takashi Onda, director general of the ministry’s Middle 
Eastern and African Affairs bureau, not to “accelerate 
sanctions.” Onda reportedly did not make a clear 
response to the request. 


The meetings, which Japanese officials said were 
arranged at Van Heerden’s request, were the first involv- 
ing a senior South African Foreign Ministry official since 
foreign Minister Pik Botha Visited Tokyo in 1986. 


A South African diplomat said Botha was scheduled to 
make a six-hour stopover at New Tokyo International 
Airport in Narita Wednesday, but would not meet with 
Japanese officials. 
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In april, South African Environment Minister Gert 
Kotze made a private visit to Japan to ask for assistance 
with his country’s fisheries research. 


National Affairs 


* Education Minister Fires Top Personnel 
41050100 Tokyo SHUKAN ASAHI in Japanese 
28 Apr 89 pp 20-24—FOR OFFICIAL USE ONLY 


{Article by Nobuo Kobayashi and Shoji Murayama] 


[Text] Education Minister Nishioka took action within 
the Ministry of Education after the former vice minister 
of education was arrested on charges of receiving a bribe 
from the Recruit Company. It was a sweeping personnel 
change in which only the top official—the vice minis- 
ter—was retained, and the nex three top [officials] were 
forced to resign. Ministry of Education officials trembled 
at such a reshuffle staged by Education Minister Nish- 
ioka himself. What was behind the reshuffle? We spoke 
with both the executioner of the reshuffle as well as with 
those reshuffled. 


The Ministry of Education in Kasumigaseki, Tokyo, 12 
April: An impromptu press conference called by Mitsuo 
Abe, vice minister of education, began promptly at 1600. 
Mr Abe began, “With the start of the Central Education 
Council just around the corner, there has been a reshuffle 
of personnel...,” then he read a statement that indicated 
the resignations of three officials: Sumiichi Furumura, 
director general of the Elementary and Secondary Edu- 
cation Bureau; Moriyuki Kato, director general of the 
Minister's Secretariat; and Taijun Saito, director general 
of the Lifetime Education Bureau. It is a reshuffle of the 
top officers in the Education Ministry. 


In response to this unprecedented personnel change, the 
press fired question after question. Tears appeared in Mr 
Abe’s eyes, and trickled down his cheeks. “I'd have to say 
that yes, the Takaishi issue did influence this personnel 
change.” Mr Abe’s voice broke. 


In government personnel practices, the many officials 
who enter the ministry together are sifted, finally yield- 
ing one or two vice minister candidates. Mr Furumura, 
who it was effectively decided would become the “next” 
vice minister, entered the ministry in 1956. None of his 
contemporaries remain [as candidates]. The “next in 
line” was Mr Kato, who entered in 1957. Assuming a 
“Kato era,” there is no candidate among those who 
entered in 1958. Mr Masaaki Kokubun, who it was 
decided would take Mr Kato’s position as chief secretary 
of the Minister’s Secretariat, was the “third in line,” but, 
considering the balance with the other ministries, it will 
take awhile for Mr Kokubun, who entered in 1959, to 
become vice minister. This truly is a personnel purge 
that runs counter to the common sense of government 
ministries. Immediately a shock ran through the Minis- 
try of Education. 
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One leading official complained, “The minister says that 
it is to renew the public confidence, yet we cannot feel 
renewed.” “How disgusting it is to see them end their 
days this way for doing things which are [just] normal.” 
Among young officials there are those who say, “Con- 
sidering the intensity of the people’s criticism of the 
Recruit affair, the decision was inevitable for a fresh 
start [for the ministry].” However, the reaction was 
common that “it will intimidate Ministry of Education 
bureaucrats, who are of a small scale to begin with.” 


Former Vice Minister of Education Takaishi used to be 
likened to Jirocho Shimizu, [a famous Japanese gang 
leader], Mr Furumura to [his number-one follower] 
“Omasa,” and Mr Kato to [his number-two follower] 
““Komasa.” Together, they were called the “mainstream” 
of the Education Ministry. Bureaucrats [now] tremble 
with fear at Mr Nishioka, who cut off the “mainstream.” 
What were the actual facts behind the personnel change? 
First, we pursued the parties involved. 


The night of 14 April in Education Minister Nishioka’s 
private room at the Diet members’ quarters in Kudan: 
“I’ve not been able to sleep for the past two days or so 
myself,” [said Mr Nishioka]. His eyes were as piercing as 
usual, but they looked somewhat swollen. “Regarding 
whom to ask to resign, I made the decision by myself 
without consulting anyone.” He explained the process of 
the decision serenely. The date of !8 [April}—when the 
detention period was to expire for the arrested former 
Vice Minister of Education Takaishi—did not escape Mr 
Nishioka’s mind. “It had to be before the 18th. Other- 
wise, the Ministry of Education could not show its 
self-cleansing ability.” 


According to Mr Nishioka, he has been investigating the 
degree of involvement by Education Ministry officials in 
the Recruit scandal since his inauguration in December 
of last year. “I interviewed them personally, man to 
man,” he said. And his conclusion was the following: 


“I decided first to retain Vice Minister Abe. He is 
popular within the ministry, and we need him. Besides, 
as Takaishi said when I ordered him to withdraw from 
running in the election, “When I was the vice minister, 
my main concern was who to chose as the next vice 
minister,’ and that problem, too, would arise if the vice 
minister were to resign now.” The fact that only Mr 
Furumura and Mr Kato were left as [possible] successors 
seems to have been linked to Vice Minister Abe retaining 
his office. 


There is the view that this personnel reshuffle was 
{meant] to sweep out the Takaishi faction. However, Mr 
Nishioka denied this, saying, “That’s not true. Mr Saito 
is not [of the Takaishi faction], is he?” Yet, it is probable 
that Mr Nishioka at least realized that Mr Furumura and 
Mr Kato are of the Takaishi faction. Mr Nishioka added, 
“There is now hardly anyone left in the director-general 
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class with [Recruit] problems. However, I know that 
there are some outside of the director-general class who 
received excessive entertainment.” 


A combined welcome and farewell party for the new and 
the old directors general was held on the evening of the 
14th, the day the reshuffle was officially announced. 
After the party, Mr Furumura took a taxi to his home in 
Shinjuku, Tokyo, around 2200. A man, apparently a 
member of his staff, was with him. Mr Furumura took a 
bouquet of flowers out of the trunk and, holding it tightly 
in his hands, disappeared into the house together with 
the other man, who was carrying a cardboard box. The 
taxi was still waiting. Soon Mr Furumura and the other 
man came out, empty-handed. We followed the taxi, 
which then stopped at Shinjuku, 2-chome. Mr Furumura 
and the other man walked a little distance and entered a 
snack bar. It is a place where the Education Ministry’s 
“mainstream” come often. Back when Mr Furumura 
and Mr Kato were students at Tokyo University, living 
in the same dormitory, they used to drink at this snack 
bar frequently, and former Vice Minister Takaishi used 
to be brought here often by the two. It was after 0130 
when Mr Furumura returned home. “I won't let you in,” 
he said, with an offended look on his face. Still we were 
able to talk with him at the entrance hall of his house. 
“As for the personnel issue, ask people with the appoint- 
ive power, like Mr Nishioka or Mr Abe. I was executed. 
You know, an official is done with after just once being 
entertained. At least, I think so,” he exclaimed in one 
breath. Mr Furumura participated in a golf party at the 
invitation of Recruit in September 1984, together with 
Mr Takaishi. “As a manager, Mr Takaishi was excellent; 
he would give short, pointed instructions and not lengthy 
lectures. But receiving stocks is beyond the limits of a 
government official. If he had not received those stocks, 
the Elementary and Secondary Education Bureau would 
not have been investigated. Receiving those stocks was 
the worst,” he declared. Yet, Furumura grew sad and 
said, “Ill rest for a while.” 


Mr Kato is an expert on copyright issues, and played a 
leading role in bringing copyright to karaoke [sing-along 
prerecorded soundtracks]. He has more than 2,000 songs 
in his karaoke repertoire, and was called “Director 
General Karaoke” while he was director general of the 
Educational Assistance and Administration Bureau. Just 
like Mr Furumura, he had been invited by Takaishi to a 
Recruit-related golf course. We spoke with Mr Kato 
when he returned home late on the night of the 1 Sth. He 
also smelled slightly of alcohol. “I defended Mr Takaishi. 
I don’t regret that. I don’t want to speak ill of someone I 
once served. But I do feel responsible for confusing the 
public because it was hard for them to understand [my 
loyalty to Mr Takaishi].” As for the Recruit scandal, he 
calmly analyzed, “Looking at the results, I think the 
Recruit company was trying to get close to the Education 
Ministry, but I didn’t realize that at the time. All of the 
bribery cases in the Education Ministry up until now 
have been pretty much concerning goods purchases on 
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the part of noncareer people. So the career group was like 
a virgin to private enterprises.” “Yes, the public got 
really excited, and the newspapers attacked hard,” he 
mumbled. 


On Saturday the 15th, it was after 2200 when Mr Saito 
came home to his newly built house in Ichikawa City, 
Chiba Prefecture. The middle-sized man was dressed 
casually in a dark brown blazer and a loop tie. With a 
slight Kansai accent, he spoke calmly. “I was mentally 
ready for this. So I was not really shocked when Vice 
Minister Abe told me. It’s the end of an era,” he said 
with a relieved look on his face. Mr Saito was assistant 
director general when Takaishi was director general of 
the Extraordinary Education Council Bureau. He is said 
to have played golf, together with the people of his 
bureau, at a Recruit-related golf course at a fee lower 
than the stipulated rate. As for his relationship with 
{former Recruit Company president] Ezoe, he serenely 
explained, “[Our relationship] began after we met at 
some study group, I think. After that we saw each other 
at parties and such. Now any relationship with Recruit is 
considered bad, but you just can’t label your .associates 
‘good persons’ or ‘bad persons.” The actual fact behind 
the matter with the golf is that when I said, in our chat, 
‘It’s hard to make reservations for more than a dozen 
people in the summer,’ Ezoe volunteered, saying, “Then 
[why not] at our golf course in Iwate?’ To them, it 
probably was a sacrifice, a real big service.” 


Now, let us investigate the background to this reshuffle. 
One of the key issues is perhaps the friction between Mr 
Nishioka and the Education Ministry “mainstream,” 
especially Mr Nishioka’s relations with former Vice 
Minister Takaishi. As a matter of fact, the deterioration 
of the two men’s relationship is not such an old story. Its 
direct cause was the measure decided upon on 14 March 
last year against Kyushu Industrial University, forcing it 
to return part of a grant received from the Japan Private 
School Promotion Foundation. Kyushu Industrial Uni- 
versity, which, it was discovered, had received a grant 
illegally in November 1982, incurred as a sanction 
suspension of grants from the Japan Private School 
Promotion Foundation, but the penalty was somewhat 
softened. It was said that Mr Takaishi’s strong influence 
was behind the decision, and so Mr Nishioka—a mem- 
ber of the “education elite” who had not been consulted 
beforehand—got furious. To Mr Nishioka, who 
demanded an explanation, asking ““Why did you force 
your own way?” Takaishi is said to have replied, “I 
thought you would refuse if I conferred with you.” 
Immediately afterward, on 22 March, Takaishi suggested 
in a local TV interview that he would run in the 

election. This seems to have strengthened Mr Nishioka’s 
feeling that “[Takaishi’s}] making allowances on the 
Kyushu Industrial University issue was to prepare for 
the general election.” Because of this [incident], Mr 
Nishioka was the only one of the “education elite” to 
criticize Takaishi, even before the Recruit [scandal] 
came to light. “It’s entirely a violation of the election 
[law] by a public official,” he expressed to those around 
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him. Mr Nishioka even summoned the chief of Takai- 
shi’s election district to Tokyo and scolded him severely, 
saying, “Don’t support Takaishi.” 


In November last year, after Takaishi was revealed to 
have received from Recruit stock not yet publicly 
offered, the “mainstream” of the Education Ministry 
fully defended Takaishi. At a 15 December upper house 
education committee meeting, Director General of the 
Minister’s Secretariat Kato was reluctant to publicize the 
amount of Takaishi’s retirement pay, saying, ““The issue 
is a matter of privacy.” Immediately afterward, Educa- 
tion Minister Gentaro Nakajima corrected those 
remarks, saying, “I don’t think it is a matter of privacy.” 
Mr Furumura, who was the director general of the 
Minister’s Secretariat when Takaishi was vice minister, 
also has close relations with Takaishi, giving words of 
encouragement at the farewell party when Takaishi 
resigned. Mr Furumura is said to have tolerated [Takai- 
shi’s actions] since the time of the “preliminary 
campaign.” Thus, while Education Minister Nakajima 
ordered that an inside investigation be done in order to 
examine the Takaishi issue closely, the investigation did 
not go very far because the “mainstream” group did not 
cooperate. Mr Nakajima had nothing to do with the 
“education elite” and was, so to speak, an outsider who 
had just parachuted in. Thus, he seemed to have been 
extremely puzzled [at the situation]. He used to com- 
plain every day to a close press associate stationed at the 
Education Ministry, saying, “What's going on in the 
inside?” 


On the other hand, Mr Nishioka, who knew thoroughly 
all the personal connections within the ministry, gnashed 
his teeth and watched developments. Then there was the 
reshuffle at the end of last year. Mr Furumura and Mr 
Kato contacted those of the “education elite,”’ including 
former Education Minister Toshiki Kaibe, and worked 
on forming an encircling net against Mr Nishioka, say- 
ing, “We just want you to block Mr Nishioka from 
becoming education minister.” However, their attempt 
failed. Prime Minister Takeshita told Mr Nishioka, “I'd 
like you to continue along the Nakajima route, and 
rebuild the Education Ministry,” and Mr Nishioka 
climbed on board the Education Ministry with sword in 
hand. 


It’s not that the basic policies of Mr Nishioka and those 
of the Education Ministry are largely in disagreement. 
But Mr Nishioka is for radical educational reform. He is 
a man of strong conviction and does not allow compro- 
mise in advancing in a direction which he belives to be 
right. That is where friction arises with education min- 
istry bureaucrats. It is a famous story within the ministry 
that Mr Kato frequently spoke of Mr Nishioka, saying, 
“He is an idealist on education policy. He'd tell us to 
climb Mt Everest immediately—but there are arrange- 
ments that must first be made.” 


For instance, even before becoming education minister, 
Mr Nishioka repeated such remarks as the following: “If 
we are going to introduce new tests [for college entrance 
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examinations], the secondary standard college entrance 
examination should include two subjects or less. If we 
are going to continue the secondary standard exam in its 
present form, there is no reason to introduce new tests.” 
“Introduce a probationary system for school teachers.” 
This probationary system is a hypothetical system simi- 
lar to an intern system for doctors. The Education 
Ministry, too, is considering it as a future topic. The 
ministry worked out the in-service training system for 
first-time teachers as a preparatory step [toward the 
probationary system]. This bill was passed in the Diet 
last year, and the in-service training system was started 
this April. In Mr Nishioka’s eyes, however, it appears as 
only a lukewarm measure. And that is how it goes with 
everything. 


This zealous Mr Nishioka then took the office of educa- 
tion minister. He is such a studious person by nature that 
he jotted down innumerable notes about things he'd like 
to do in educational administration. It is certainly his 
chance to try all those ideas that he has been holding dear 
for many years. in a press interview held right after 
taking office, Mr Nishioka fired his first round, saying 
“I'd like, by all rneans, to reform the education system.” 
However, the review of the compulsory educational 
system met with strong opposition within the Education 
Ministry, and Mr Nishioka was forced to give it up. Then 
Mr Nishioka turned his eyes to universities. He made 
additional inquiries on the radical reform of university 
entrance examinations and the discontinuance of liberal 
arts curricula at the University Education Council meet- 
ing held on 14 March. He launched a plan for carrying 
out a public opinion poll on the new test. However, the 
director general of the bureau in charge of this knew 
nothing about the proposal for a poll, and it was later 
discovered that Mr Nishioka had given instructions 
directly to the section chief. 


In order for Mr Nishioka to put his mountain of ideas 
into practice, it seems that, as Mr Nishioka’s staff put it, 
“He needed to wipe out the Recruit stain, and remove 
the obstacles.” 


On 15 and 16 April Mr Nishioka returned to his home- 
town for the first time since taking the office of minister. 
In a press conference in Nagasaki on the 16th, he 
delivered a speech about his plan for international 
exchanges based on Japanese schools [abroad]. It was his 
first shot after making the personnel changes [in the 
ministry]. Furthermore, on the 24th, he is going to 
inquire at the Central Education Council, which is to be 
reopened for the first time in 5 years, about “estab- 
lishment of a 4-year high school system.” 


Education Ministry officials are said to be divided into 
two groups now: the “intimidated group” and the “ambi- 
tious group.” Will the officials really follow the “Ever- 
est” advocate who executed the “mainstream?” 
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Poll Puts JPS Ahead of LDP in 
0W0906073589 Tokyo SANKEI SHIMBUN 

in Japanese 7 Jun 89 Morning Edition p I—FOR 
OFFICIAL USE ONLY 


[Text] SANKEI SHIMBUN conducted a special nation- 
wide opinion poll for two days on 3 and 4 June imme- 
diately following the inauguration of the new Uno gov- 
ernment and surveyed the status of support for the new 
cabinet and the ruling party with the election for the 
House of Councillors close at hand. 


The poll showed that although the cabinet’s popularity at 
23.2 percent of those surveyed was far below ii:at shown 
for new cabinets in the past, it was still considerably 
above the one-digit number percentage popularity expe- 
rienced by the Takeshita cabinet at the time of its fall. 
This can be seen as an indication that the replacement of 
the cabinet has been effective. 


In the popularity survey of political parties before the 
House of Councillors’ election by proportionate repre- 
sentation, however, the Japan Socialist Party [JSP] led 
the Liberal-Democratic Party [LDP] by nearly 8 percent- 
age points—a clear “turnaround.” The phenomenon of 
people deserting the LDP, seen even among the farming 
population, appeared to foretell difficult days ahead for 
the Uno cabinet. 


The survey sampled by telephone about 3,000 eligible 
voters across the nation. 


To the first question, whether respondents supported the 
new Uno cabinet, 23.2 percent replied “yes,” 36.7 per- 
cent said “no” and 34.2 percent replied “‘cannot say if it 
is yes or no.” 


In the case of the former Takeshita cabinet, support for 
the cabinet in various opinion polls shortly after its start 
in November 1987 stood at 50 percent. The popularity 
of the Uno cabinet fell far below it, and was the lowest of 
all the cabinets at that stage of their start. 


On the other hand, if this is compared with the 3.9 
percent rate for the Takeshita government around the 
time of its fall (in a KYODO poll), it still is a substantial 
recovery. If we note that the disapproval rate of the Uno 
cabinet was not particularly high when compared with 
the disapproval rates given to cabinets in the past and 
that there were many who responded “cannot say,” it 
can be inferred that many people want to carefully watch 
the Uno government proceed with its political reforms. 


Meanwhile, in questions concerning the popularty of 
political parties with the House of Councillors election 
set for this summer, the JSP came out on top with 27.8 
percent while the LDP remained at ZO percent. 


Up to 30 percent of the voters who had voted for the 
LDP in the previous election by proportionate represen- 
tation expressed the intention of voting for parties other 
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than the LDP in the forthcoming election. The trend of 


Socialist Party (with 4.4 percent) and Komei Party (with 
4.0 percent). 


The “turnaround phenomenon” between the JSP and 
the LDP was conspicuous in the Hokkaido, Tohoku and 


community as a result of discontent over not only the 
Recruit scandal and the consumption tax, but also farm 
policies such as farm product import liberalization. 


In the area of political reforms, voices calling for 
“restriction of political donations” and “public disclo- 
sure of political funds” were strong. On the issue of the 
consumption tax, only 8.2 percent answered “all right to 
leave it as it is now” while 44.1 percent said “it should be 
completely abolished.” Those who said “it shouid be 
reviewed and revised” were the most numerous of all on 
this tax question. 


Nakasone, Other VIP’s Get Increased 
OW2805115989 Tokyo ASAHI EVENING NEWS 
in English 27 May 89 p 3—FOR OFFICIAL USE 
ONLY 


[Text] The National Police Agency and the Tokyo Met- 
ropolitan Police Department have increased the number 
of special police guarding former Prime Minister Yasu- 
hiro Nakasone and other political VIPs because of the 
possibility of terrorist attacks by rightists critical of the 
Recruit stock-buying scandal. 


On May 18 Tokyo police arrested Yukihira Oka, 27, an 
official of a rightist organization who was planning to 
attack Nakasone and who was carrying a pistol. 


When police searched Oko’s home, they found on his 
desk a piece of paper on which he had written, “The 
world’s worst scoundiel, Yasuhiro Nakasone, cannot be 
pardoned under any circumstances! I will inflict divine 
punishment on him!” 


On the calendar on the wall, he had written “Divine 
Punishment” under the May 18 date. 


He apparently had intended to attack Nakasone on the 
afternoon of the day he was arrested. The pistol he was 
carrying was loaded with four bullets. 


Ordinarily two police officers guard Nakasone, but now 
four are with him all the time. When he went to testify in 
the Diet on Thursday, the number was six. 
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Nakasone ‘Testimony’ Leaves Questions Unanswered 
0W2805 165489 Tokyo MAINICHI DAILY NEWS 

in English 27 May 89 p I—FOR OFFICIAL USE 
ONLY 


[Text] Most Japanese were angered and disappointed by 
former Prime Minister Yasuhiro Nakasone’s Diet testi- 
mony regarding his involvement in the Recruit Cosmos 
stock and influence-buying scandal on Friday. 


General impressions were that Nakasone made quick 
work of questions posed by opposition party members by 
simply denying any knowledge of or involvement in the 
affair. 


On the other hand, Nakasone advantageously used his 
time to speak at length on his hopes for political reform. 
‘I want to work for my country and help initiate political 
reforms to ensure that a scandal like the Recruit affair 
can never happen again,” he said. 


Nakasone afterwards told reporters that he had told “‘the 
whole truth.” He attributed the opposition’s lack of 
being able to prove that he had done anyting wrong to 
the truthfulness of his statements. “‘Because what I said 
was the truth, I was able to stand up to their accusa- 
tions,” he said. 


The questioning centered on four major points: use of 
the profits from the sale of 29,000 shares of Recruit 
Cosmos stock; the appointment of former Recruit Co. 
Chairman Hiromasa Ezoe to a special tax committee; the 
purchase of two U.S. supercomputers by Recruit Co. 
from Nippon Telegraph and Telephone Corp.; and the 
enforcement of a “gentlement’s agreement” concerning 
the hiring of university graduates. 


When asked about his involvement with Recruit Co., 
Nakasone denied all of the accusations that have been 
brought against him by opposition party members. 
Nakasone’s answers to questions were virtually the same 
as those that he gave at a press conference on Feb. 27. 


The only new revelations in the testimony were that 
Nakasone received 45 million yen in political contribu- 
tions, and that his aides received about 64 million yen in 
profits from the sale of Recruit Cosmos stock. 


However, several inconsistencies remain between Naka- 
sone’s testimony and records submitted by his office 
concerning political contributions. 


Nakasone again denied that he was involved in the 
appointment of Ezoe to a special government tax com- 
mittee. Nakasone’s former Chief Cabinet Secretary 
Takao Fujinami has told aides that ii was he wh advised 
Nakasone to include Ezoe on the panel. Opposition 
politicians suspect that Nakasone is trying to shift the 
responsibility for the appointment on to Fujinami. 
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Opposition party members expressed deep dissatisfac- 
tion with the former prime minister’s testimony. 


““Nakasone’s testimony was full of lies. He uscd the 
occasion to his own advantage,” said Tsuruo Yamagu- 
chi, secretary-general of the Japan Socialist Party. 


Many other people expressed disappointment with the 
opposition party’s inability to get Nakasone to come 
clean. 


‘“‘Nakasone is used to being questioned before the Diet 
because of his involvement in the Lockheed scandal. The 
opposition didn’t have much on him during their ques- 
tioning and he was able to turn his testimony into an 
attempt to sell himself to the people,” said one woman 
writer. 


In Nakasone’s hometown of Takasaki, Gumma Prefec- 
ture, one housewife commented that she was surprised at 
Nakasone’s ability to slip out of the grips of everyone 
who questioned him. 


“The testimony was a complete disappointment. I don’t 
think they got anywhere near the truth,” said a Tokyo 
lawyer. 


Despite the negative evaluation given to Nakasone’s 
performance by most of the public, Nakasone, who 
remained in control of himself throughout his testimony, 
said that he felt he had cleared up any suspicion of 
wrongdoing on his part. 


According to sources, young members of the LDP were 
recruited and asked to create a supportive atmosphere 
for Nakasone during his testimony. 


“Kuowing that you all were sitting out there helped me 
get through the questioning,” he said as a tear rolled out 
of the corner of his eye. 


According to sources within the LDP, many party mem- 
bers consider Nakasone’s testimony before the diet as 
“closing the curtain” on the Recruit scandal. 


Political observers, however, say that it is still too early 
to judge. 


YOMIURI ‘Disappointed’ at Nakasone Questioning 
OW2805 123489 Tokyo THE DAILY YOMIURI 

in English 27 May 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 26 May editorial: ““Nakasone 
Testified”’} 


[Text] Former Prime Minister Yasuhiro Nakasone dis- 
closed no new revelations into the Recruit scandal when 
he testified as a sworn witness before the House of 
Representatives Budget Committee Thursday. He 
denied al allegations directed at him by opposition 
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interpellators, including involvement in Nippon Tele- 
graph and Telephone Corp.’s purchase of a U.S.-made 
supercomputer and its subsequent resale to Recruit Co. 


Nakasone’s sole concession was apologizing for the affair 
because it occurred during his administration. In light of 
the scandal’s wake—a tidal wave of public distrust in 
politics, stagnation of the national political agenda, and 
the indictment of Nakasone’s close aide, Takao Fuji- 
nami—it is quite natural for Nakasone to feel such keen 
responsibility for the affair. 


Despite the demands of opposition interpellators that he 
resign, Nakasone expressed his intent to remain a mem- 
ber of the lower house, saying he would devote himself to 
political reform. 


When the Tokyo District Public Prosecutor’s Office 
arrested and indicted former NTT Chairman Hisashi 
Shinto and former Recruit Co. Chairman Hiromasa 
Ezoe on bribery charges it also quizzed them about 
NTT’s resale of a supercomputer to Recruit. No charges 
were brought against anyone on this issue. 


Although the opposition parties have argued that the 
resale of the supercomputer is at the core of the Recruit 
scandal, they they failed to uncover evidence to support 
their stand during Diet questioning of Nakasone. 


Nakasone also denied having wielded any influence in 
the “gentlemen’s agreement” struck between members 
of the universities and the business world to prevent 
premature recruiting of graduates. Fujinami, who was 
serving as Nakasone’s chief cabinet secretary, has been 
implicated in the deal. 


The purchase of 29,000 unlisted Recruit Cosmos shares 
by three close aides was termed “individual financial 
activities” by the former prime minister. We, however, 
feel that it is plausible to think those expenditures were 
closely linked with Nakasone’s political activities. 


Nakasone hinted that political donations from Recruit 
Co. were divided into small lots so that the names of 
individual donors would not have to be made public. 


However, growing suspicion that questionable stocks 
and money were handed over to politicians in the names 
of their secretaries, as with the cases of Prime Minister 
Noboru Takeshita and LDP Secretary General Shintaro 
Abe, makes early revisions to the Political Funds Control 
Law seem necessary. 


Despite the considerable fanfare Nakasone’s testimony 
was accorded, the proceedings were anticlimatic because 
questioning by the opposition parties lacked impact and 
merely repeated what had preceded. 
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Even Yanosuke Narasaki, the United Social Democratic 
Party member who led the initial stage of Recruit scan- 
dal accusation in the Diet, failed, his remarks simply 
provoking Nakasone to smile bitterly. 


The purpose of the questioning was to get to the heart of 
the scandal and consider legislative countermeasures to 
prevent such a scandal in the future. It was not designed 
to pin blame or locate a culprit. The opposition parties 
should conduct a thorough investigation before demand- 
ing Nakasone’s resignation. 


It is disappointing that the questioning of the former 
prime minister yielded such unsatisfactory results, par- 
ticularly when one considers how the affair has bogged 
down the Diet and wreaked havoc on the nation. 


Paper on Nakasone’s Responsibility for Scandal 
OW2805 120189 Tokyo MAINICHI DAILY NEWS 
in English 27 May 89 p 2—FOR OFFICIAL USE 
ONLY 


(Editorial: “Time for Nakasone’s Exit’’} 


[Text] Former Prime Minister Yasuhiro Nakasone was 
called to testify under oath before the House of Repre- 
sentatives Budget Committee on May 25 and to explain 
his role in the Recruit scandal. 


During his testimony, Nakasone said, “I am quite 
ashamed that such a scandal occurred while I was prime 
minister. I offer an apology to the Japanese people for 
having contributed to the public distrust in politics and 
for causing a stalemate in state administration.” 


Although opposition party interpellators demanded that 
he take political and moral responsibility for the massive 
scandal and resign, Nakasone refused by saying, “‘I will 
continue with my task, which is to work for political 
reform so that such a scandal will never occur again.” 


We believe that former Prime Minister Nakasone’s polit- 
ical and moral responsibility does not end with a mere 
verbal apology. After the clarification of the Recruit 
scandal ends in the Diet, former Prime Minister Naka- 
sone should resign as a Diet member and withdraw from 
politics. 


Needless to say, Nakasone’s responsibility is, first of all, 
that the Recruit case took place during his administra- 
tion. Unlisted Recruit Cosmos shares were distributed 
among eight ministers and the chief Cabinet secretary 
during the Nakasone years. Three of his close aides 
purchased a total of 29,000 unlisted Recruit Cosmos 
shares in 1986 and later sold them for a combined profit 
of 63.84 million yen. 


Former Chief Cabinet Secretary Takao Fujinami has 
been indicted on a bribery charge. 
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In his testimony, Nakasone asserted that the transfer of 
shares was carried out by his secretary and that he had 
“‘no knowledge” concerning Recruit’s maneuvers in the 
political world. Nakasone thus placed the entire respon- 
sibility on Fujinami. 


Common sense deems that a direct superior is responsi- 
ble for the misconduct of his immediae subordinate. 
Even if not charged with a crime under the Criminal 
Code, Nakasone’s responsibility, now that Fujinami has 
been indicted, should be manifested in action. 


Secondly, Recruit-related enterprises made rapid growth 
by making inroads into Nakasone’s chain of command. 
They tied up with the Labor Ministry through informa- 
tion on labor, with the Education Ministry through 
employment agreements, and with NTT and govern- 
ment ministries in connection with the transmission of 
information and the import of supercomputers from the 
United States. They also made contacts with real estate 
and leisure businesses. Besides receiving unlisted shares, 
politicians were provided with donations, their party 
tickets were purchased, and they were entertained with 
banquets and games of golf. 


The Recruit scandal has drawn worldwide attention to 
Japan’s money politics. The Tokyo District Prosecutors’ 
Office has charged 13 persons with bribery. Together 
with the forcible passage of the consumption tax through 
the Diet at the end of last year, the people’s distrust of 
politics mounted and the support rate of the Takeshita 
Cabinet fell to an unprecedented one digit figure. 


Prime Minister Noboru Takeshita, president of the Lib- 
eral-democratic Party, has announced his intention to 
resign. The centrist political parties, he Komeito and 
Democratic Socialist Party, have changed their leader- 
ship. among the members of the Takeshita Cabinet, 
three ministers have resigned, including former Finance 
Minister Kiichi Miyazawa (deputy prime minister), and 
moe than 40 persons have assmed responsibility and 
relinquished their posts. 


The political arena is in a turmoil, with the LDO unable 
to find a successor to Takeshita. The time has come for 
Nakasone to resign as a Diet member and withdraw from 
the political world. 


Takeshita’s Influence on Cabinet Noted 
OW0806030089 Tokyo THE DAILY YOMIURI 
in English 5 Jun 89 p I—FOR OFFICIAL USE ONLY 


(“Political Pulse” column article by Raisuke Honda, 
YOMIURI SHIMBUN political editor: “Takeshita’s 
Guiding Hand Visible Behind Uno”} 


, [Text] The strong influence of former Prime Minister 
Noboru Takeshita is apparent on the formation of the 
cabinet of new Prime Minister Sosuke Uno. This influ- 
ence lends credence to criticism of the opposition that 
the new cabinet is Takeshita’s puppet. 
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Takeshita had clearly regarded Uno as a fallback in case 
his first choice for the post, Masayoshi Ito, turned it 
down. 


In labyrinthine negotiations among factions of the Lib- 
eral Democratic Party [LDP], with the help of then-LDP 
Secretary General Shintaro Abe, Takeshita managed to 
persuade most party members to endorse his choice. 


Though opposition arose from such senior party leaders 
as former Prime Minister Takeo Fukuda, and several 
younger LDP members pushed Ganri Yamashita for the 
post, these last-minute challenges had no serious impact 
on forming the Uno administration. 


Takeshita’s hidden purpose in appointing Uno was 
essentially to pave the way for Abe to seize the reins of 
power later. 


Since both Takeshita and Abe had their political noses 
bloodied by the Recruit scandal, Abe’s immediate ascen- 
sion was out of the question. Should Abe be reelected in 
the nest House of Representatives poll, implying a 
degree of return to popular favor, his candidacy for 
Takeshita’s former post may seem plausible. 


An essential prelude to this scenario was the installation 
of Takeshita and Abe faction members to key posts in 
the new administration. This was done: of the three 
leading LDP posts, one was filled by a Takeshita faction 
member and another by an Abe faction adherent. 


Six of the 20 ministerial posts in the new cabinet are held 
by Takeshita faction members, and Hajime Tamura, a 
senior member of the faction, is the new chairman of the 
House of Representatives. 


Takeshita and ABe are said to have preparranged this 
government lineup while Uno was attending the recent 
organization for Economic Cooperation and Develop- 
ment meeting, before he had even been officially 
requested to accept the premiership. 


The influence of Yasuhiro Nakasone is said to have 
loomed over Takeshita, and now Takeshita seems to be 
maneuvering to ensure that he can continue to influence 
his successor. 


The ruling party’s guidelines on political reform state 
that those members in top LDP positions or ministerial 
posts should leave their political factions. 


Therefore, Takeshita’s refusal to serve as supreme 
adviser to the party, a post normally occupied by a recent 
former prime minister, can be seen as a tactic to retain 
the leadership of his faction. 
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In short, he’s still a wily politician. 

no Political Career 

0W0206035989 Tokyo THE JAPAN TIMES 

in English 1 Jun 89 pp 1, 4—FOR OFFICIAL USE 
ONLY 


[Text] Sosuke Uno is no aggressive politician. 


He doesn’t have many followers in the Diet, nor does he 
have many foes or rivals. 


Nevertheless, Uno, 66, has steadily built up his status in 
Japanese political circles throughout his 38-year career. 


He was born in Moriyama, Shiga Prefecture, in 1922. 


While he was a student at Kobe University of Com- 
merce, Uno was drafted as a military officer and sent to 
China in 1943. He was seized there and held in Siberia 
for two years. 


Following his return soon after the end of World War II, 
Uno was elected to the Shiga Prefectural Assembly in 
1951. 


He stood in the Lower House election in 1958 but failed 
to get elected. He then learned national politics by 
serving as the late LDP leader Ichiro Kono’s secretary 
for the following two years. 


Running as an independent candidate in 1960, he was 
elected to the Lower House for the first time. Since then, 
he has been returned to the house nine times. 


Joining the LDP in 1961, he was appoined chief of the 
party’s youth division. 


Together with Noboru Takeshita, who was then a fellow 
member of the Lower House, Uno toured India and 
Pakistan to pave the way for forming the Japan Overseas 
Cooperative Volunteers. 


Following the death of his mentor, Kono, in 1965, he 
joined the LDP faction led by former Prime Minister 
Yasuhiro Nakasone. 


In 1971, Uno urged then Finance Minister Mikio Mizuta 
to switch the Japanese currency from a floating exchange 
rate system to a fixed one. 


He won a Cabinet post as director general of the Defense 
Agency in then Prime Minister Kakuei Tanaka’s Cabinet 
for the first time in November 1974, but was forced to 
give it up 29 days later because of Tanaka’s resignation 
due to his involvement in a bribery scandal. 


Through three rounds of tough negotiations with the 
United States for five months beginning in April 1977, 
Uno, as director general of the Science and Technology 
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Agency in then Prime Minister Takeo Fukuda’s cabinet, 
succeeded in concluding a Japan-U.S. accord allowing 
Japan to reprocess spent nuclear fuel. 


Appointed chief of the Administrative Management 
Agency in the Cabinet of late Masayoshi Ohira in 1979, 
Uno gained a reputation for his vigorous ways in pursu- 
ing administrative reform, in particular in the cuts in the 
number of personnel of government-affiliated compa- 
nies. 


In 1983, he took over from Sadanori Yamanaka as 
minister of international trade and industry in the gov- 
ernment of Yasuhiro Nakasone. He also played an active 
role in Nakasone’s policy of utilizing private-sector 
resources for revitalizing the economy. 


As foreign minister in the Takeshita Cabinet, he suc- 
ceeded in putting the Northern Territories issue on the 
agenda of Japan-Soviet talks through a series of meetings 
with his Soviet counterpart Eduard Shevardnadze. In 
May, he had a talk with Soviet leader Mikhail Gor- 
bachev and, according to Foreign Ministry sources, Uno 
“said what Japan has to say on the issue.” 


Column on Selection of Uno as Party President 
OW0106195689 Tokyo ASAHI EVENING NEWS 
in English 31 May 89 p 7—FOR OFFICIAL USE 
ONLY 


[From the “Political Spectrum”’ column: “Why Was Uno 
Picked To Run LDP?”’] 


[Text] Up until the middle of last week, Foreign Minister 
Sosuke Uno was not viewed as a candidate for the 
presidency of the ruling Liberal-Democratic Party. Even 
within former Prime Minister Yasuhiro Nakasone’s fac- 
tion, of which Uno is a senior member, no one supported 
him for the post. 


In the traditional sense, an aspirant for the LDP [Liberal 
Democratic Party] presideny, which carries the premier- 
ship with it because of the party’s Diet majority, has 
supporters working to install him at the top. A faction 
brings together such partisans. 


Uno has no adherents within the Nakasone faction 
despite the fact that he has held various key Cabinet 
posts. His aloofness from factional affairs has led his 
factional colleagues to call him “a man of indepen- 
dence.” 


Michio Watanabe, chairman of the LDP Policy Board, 
has a strong influence among the Nakasone faction’s 
junior and middle-rank Diet lawmakers. To prevent the 
group from being taken over by Watanabe, Nakasone has 
been making much of Uno. 
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With his political standing viewed as deriving from 
Nakasone, Uno has never been perceived as a potential 
candidate for the LDP presidency. This, however, appar- 
ently worked in his favor as outgoing Prime Minister 
Noboru Takeshita lookd for his successor after the offer 
of the top post was turned down by Masayoshi Ito, 
chairman of the LDP Executive Board, and former 
Lower House Speaker Michita Sakata. 


Although Uno is not a power figure in his own right, he 
has ample ministerial experience behind him, a quality 
which will serve him well when he represents Japan at 
the July summit meeting of major industrial democra- 
cies in Paris. 


From the same viewpoint of picking a man with rich 
experience in government, Takeshita also considered 
Finance Minister Tatsuo Murayama. But he apparently 
concluded that Uno, a much more colorful figure than 
Murayama, is better to lead the LDP in this summer's 
regular Upper House election and a possible Lower 
House poll. 


In the search for the new party leader, generational 
difference came to the fore. The LDP elders attempted to 
draft former Prime Minister Takeo Fukuda, 84, to make 
a comeback, while ito insisted that someone from the 
younger generation be appointed to the presidency. 
Siding with either of the two arguments would have left 
serious strains within the party. 


In this sense, Uno offers “a _ split-the-difference 
solution,” as a senior member of the Nakasone faction 
puts it. 


Uno’s nomination has other advantages for Takeshita 
and his political ally, LDP Secretary-General Shintaro 
Abe. The outgoing prime minister and Abe propose to 
maintain their mainstream status under the next admin- 
istration and to launch an Abe government as soon as 
possible. If Fukuda, whose faction abe inherited, made a 
comeback, it might have become difficult for the secre- 
tary-general to aim for the top. 


On the other hand, Uno can be counted on to step aside 
for Abe when the time comes. Takeshita and Uno are 
close to each other. Like Takeshita, Uno was a prefec- 
tural assemblyman before being elected to the Diet. As 
junior Diet lawmakers, they toured Asian countries 
together at the head of an LDP youth delegation. Fur- 
ther, Uno was Takeshita’s deputy when the latte held the 
secretary-generalship under the Nakasone administra- 
tion. 


In addition, Uno’s elevation will serve to hold in check 
the rise of Watanabe, Abe’s principal presidential rival. 
Both Abe and Watanabe cannot run for the LDP presi- 
dency now because of their involvement in the Recruit 
stock scandal. 
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As prime minister, Uno can expect support from the 
Takeshita faction, by far the largest group within the 
government party. But many observers say it is open to 
question whether he will be able to exert leadership for 
political reform, the top-priority task for him after the 
Recruit affair. 


For its part, the group proposes to demand key party and 
Cabinet posts under the new administration on the 
strength of the leading role played by Takeshita in 
choosing Uno. 


Further Comment 
OW0106193189 Tokyo THE DAILY YOMIURI 
in English 31 May 89 p 6—FOR OFFICIAL USE 
ONLY 


[YOMIURI SHIMBUN 31 May editorial: “Selection of 
Uno”] 


[Text] It would seem that the unanimous choice of the 
Liberal Democratic Party for its new president is Foreign 
Minister Sosuke Uno who stands between political gen- 
erations and heads no party faction. 


Some LDP members would have preferred that the 
successor of Prime Minister Noboru Takeshita come 
from the junior members in order to revitalize the party. 
But Uno was selected to maintain party harmony among 
the two generations. 


Another reason why Uno was favored is Japan’s difficult 
diplomacy at this time. The Paris summit, considered to 
be an important item of the nation’s diplomatic agenda, 
is drawing near. 


Also, Japan must quickly find ways to deal with relations 
with the United States which have worsened after Wash- 
ington designated Japan a high-priority target under 
“Super 301” of the Omnibus Trade Bill. 


Considering these problems, the selection of Uno as 
LDP president and prime minister is reasonable. 


In connection with the choice of Uno, there is growing 
pressure within the LDP for politicians involved in the 
Recruit scandal to take responsibility. On Sunday, 
former Prime Minister Yasuhiro Nakasone announced 
he will resign from the LDP, as faction head and as top 
adviser to the party. Ways To Act [subhead] 


Nakasone chose to take responsibility for the scandal 
which occurred while he was prime minister. Others also 
could choose to retire from the political world by even 
resigning from the Diet. Another way some politicians 
believe responsibility should should be assumed it to 
leave everything in the hands of the judiciary. 


However, the Tokyo District Prosecutory’s Office Mon- 
day declared its investigation had ended. 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-111-S 
12 June 1989 


Termination of a Diet member should be a matter of 
conscience and deliberation on the part of the Diet 
member and the electory power of is constituents. The 
status of a Diet member is strongly protected by the 
Constitution. It requires a two-thirds vote to expel a 
member. 


In the pre-World War II period, two Diet members were 
expelled from the Diet for anti-military speeches. During 
the allied occupation, the so-called Red Purge was car- 
ried out on orders by occupation authorities. However, 
ousting Diet members by taking advantage of the polit- 
ical situation of the moment runs counter to the princi- 
ples of parliamentary democracy. After all, there is the 
election process to accomplish this. 


The en masse resignation of the Cabinet and the disso- 
lution of the House of Representatives could be one 
response to the political upheaval caused by the Recruit 
scandal. But there is the greater need to carry out reforms 
to end the close relationship between money and politics 
to prevent another scandal in the future. 


The reason why scandals keep occurring every ten years 
or so is that no measures have been taken to prevent 
them from happening. In the past, when there was 
scandal, an election was held as a sort of “purification 
ceremony.” Then, it was politics as usual. 


Masaharu Gotoda, chairman of the LDP Political 
Reform Council, said if the lower house was dissolved 
now, political reform would become impossible. He said 
the later an election is held, the better. We agree. 


The most important tasks now are to establish a new 
administration to stabilize the political situation and 
then carry out bold political reform. 


Paper Says Public Irked by Uno’s Selection 
OW0706231189 Tokyo MAINICHI DAILY NEWS 
in English 5 Jun 89 p 12—FOR OFFICIAL USE 
ONLY 


[Text] The public is critical of Sosuke Uno’s appoint- 
ment as prime minister as a reflection of the ruling 
party’s lack of resolve to carry out political reforms and 
is calling for the dissolution of the House of Represen- 
tatives. 


Since Uno’s appointment, many persons have called the 
Mainichi Newspapers to criticize what they call lack of 
appropriate political reform. 


They charge that the inauguration of the Uno Cabinet, 
which they call a virtual puppet regime under senior 
Liberal-Democratic Party (LDP) leaders, is merely a 
“cheap trick.” 
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Some of them also cited the fact that Uno is from a 
faction led by former Prime Minister Yasuhiro Naka- 
sone, who has been tainted by the Recruit scandal, as the 
reason for their disapproval of Uno as premier. 


They dismissed LDP leaders’ claims that Uno’s appoint- 
ment to the government’s top position s appropriate 
action to take responsibility for the people’s distrust in 
the party caused by the Recruit scandal. 


A company executive, 46, of Ube City, Yamaguchi 
Prefeture, charged that the appointment of the new 
Cabinet and party leadership demonstrates the LDP 
lacks the ability to purify itself. 


For this reason, a 66-year-old pensioner in Minato-Ku 
Tokyo, is of the opinion that the only way to regain the 
confidence of the public is to dissolve the House of 
Representatives. 


A 46-year-old housewife in Kawasaki City, Kanagawa 
Prefecture, who also called for the dissolution of the 
Lower House, said, “I’ve lost enthusiasm about working 
because of the money power politics and out of disap- 
pointment at the lack of real political reform.” 


Some propose a transfer of the LDP leadership to the 
younger generation, and that the ruling party be split up 
so it can restructure itself into a “clean” political party. 


A cram school owner, 59, from Urayasu City, china 
Prefecture, said, “Younger diet members do not take 
concrete action to implement drastic party and political 
reforms. they are lacking in spirit, compared with those 
of 10 years ago.” 


He cited the LDP members who broke away with the 
party in protest of the Lockheed payoff scandal and 
formed the New Liberal Club about 10 years ago. 


Criticism was also targeted at former LDP Executive 
Council Chairman Masayoshi Ito who refused to succeed 
Takeshita as prime minister. 


A housewife, 46, in Koto-ku, tokyo, said she wonders 
who Ito, who had earlier insisted that a younger person 
should become LDP president, a position which carries 
with it the premiership, and who himself refused to 
assume the premiership, joined other LDP leaders in 
supporting Uno. 


She added that Ito should have been more steadfast in 
his call for party reforms. 


Others, especially those engaged in social welfare activ- 
ities, complained about LDP members’ decision to 
donate profits gained from the resale of unlisted Recruit 
Cosmos shares to social welfare activities. 
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A 71-year-old man living in Katsuta City, Ibaraki Pre- 
fecture, who has long been involved in welfare activities 
for mentally handicapped persons, said, “We have raised 
funds for our activities by sponsoring bazaars and other 
means, but we will not accept such dirty money.” 


JAPAN TIMES on Uno Cabinet 
OW0506212389 Tokyo THE JAPAN TIMES 
in English 4 Jun 89 1, 4—FOR OFFICIAL USE ONLY 


[From the “Our Times” column article by Masaru 
Ogawa: “Uno Cabinet Launched”) 


[Text] It was “a bolt from the blue” and “a windfall” 
which came all at once to Sosuke Uno who suddenly 
vaulted to the presidency of the ruling Liberal-Demo- 
cratic Party [LDP] and the prime ministership last 
Friday. 


It is recalled that the late former Prime Minister Takeo 
Miki used similar terms when he was picked to restore 
political and moral order in the aftermath of the Lock- 
heed scandal. The present selection of Prime Minister 
Uno does not quite follow that precedence, however. 


The new prime minister has been an able and loyal 
member of the faction led by ex-Prime Minister Yasu- 
hiro Nakasone. Besides, he was serving as foreign min- 
ister in the Cabinet of ex-Prime Minister Noboru 
Takeshita. 


Theoreticall, he will not have the “free hand” which 
ex-Prime Minister Miki had in restoring public trust and 
confidence in politics and in the LDP. 


Incidentally, the senior party leader at the time, who 
tapped Miki, was Etsusaboru Shiina, a former foreign 
minister and LDP vice president. His son, Motoo, suc- 
ceeded him to the Iwate, 2nd district, seat, and although 
he has no factional affiliation, was among those consid- 
ered seriously for the prime ministership. 


In finding a successor, ex-Prime Minister Takeshita 
stumbled badly when his first choice, ex-Executive 
Council Chairman Masayoshi Ito refused the invitation. 
This was reportedly because necessary conditions to 
pulling the LDP out of the Recruit morass were not being 
met. 


Takeshita, to be sure, declined the role of the kingmaker, 
but that was the position he assumed when no headway 
was being made on the succession issue. Actually, it was 
not all that difficult to find that “clean and honest” 
politician. Although the son of a “sake” maker, Uno has 
shown no inclination to attend parties where that prod- 
uct is served. 
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He does have a reputation for capably fulfilling whatever 
responsibility he is assigned. In his rapid move up the 
political ladder since winning a prefectural assembly seat 
in his native Shiga at the young age of 28, Uno was often 
a pinch hitter. 


He served, for instance, as Defense Agency director 
general for 29 days. When Sadanori Yamanaka, his 
colleague in the Nakasone faction, fell ill as MITI (Min- 
istry of International Trade and Industry) minister, it 
was Uno who moved over from his post as acting LDP 
secretary-general. And, he did a good job in settling the 
U.S.-Japan trade friction at the time. So being tapped for 
the prime ministership was not a new experience, rela- 


tively speaking. 


Heretofore, he has shown no ambition to be a factional 
leader. He has thus made no attempt to build up a 
retinue of followers. He thus stands out as a prime 
minister who is not the leader of a faction. Understand- 
ably, he has no need to collect large sums of money with 
which to attract and maintain a large following. 


He was not attracted to the “easy money” from Recruit. 


But he has had time to write several books as well as 
poetry. A versatile person, he plays a piano and the 
harmonica. But he also holds a 5th grade status in kendo, 
which may see an upward adjustment to match his prime 
ministership. 


While former Prime Minister Nakasone served as an 
officer in Japan’s Imperial Navy, the new prime minister 
had the misfortune of being caught by the Soviet Union 
and to spend two years in a Siberian prison camp. 


Compared to that frightful experience, Prime Minister 
Uno should be able to face anything. But no one 
expected Uno, of all persons, to make it to the top of 
Japan’s political hierarchy. He will, however, be starting 
from the very bottom, for now that he has been chosen 
president by acclaim by the LDP, elected prime minister 
by the Diet, and has named his cabinet, he has very few 
people encouraging him to do a good job in facing both 
his domestic and international challenges. 


Of course, in some ways the dice are loaded against the 
new prime minister. A great deal has and is being said 
about “‘kejime,” which apparently has no definition. But 
some kind of a settlement acceptable to most people 
must be reached. The Uno Cabinet must show through 
its actions it will strive mightily to lessen the importance 
of money in operating the political machinery. 


In the initial interviews with the new Cabinet ministers, 
moreover, it was revealed that three of them as well as a 
new top party executive were involved with Recruit in 
the past. Their claim is that the money received were 
duly reported to the authorities in accordance with legal 
requirements. 
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Much will probably depend on how the public responds. 
But it surely would have been much more preferable if 
Prime Minister Uno could have assembled a slate of 
party executives and Cabinet ministers completely free 
of the Recruit connection. 


One thing which can be said for the new Cabinet is that 
it is comprised of younger leaders than any recent group, 
averaging under 60 years of age. There was, on the other 
hand, a bit of unfilled expectations in that a woman was 
not chosen for a Cabinet post. Mayumi Moriyama’s 
name apparently remained until the last phases of the 
Cabinet formation process, but she could not be 
squeezed in because of the tight Upper House quota. 


Another disappointment was the failure to appoint a 
civilian to a Cabinet post. we were heartened at one 
point by the report that the former Japanese ambassador 
to the U.S., Yoshio Okawara, was being considered for 
the foreign minister. 


As the first post-Recruit Cabinet, the new Uno govern- 
ment has need of a strong focal point. It must now 
prepare to wage a successful battle for the House of 
Councillors election which is expected to be held on July 
23. depending on the outcome of this election, the Uno 
Cabinet may be shortlived, since all predictions are 
negative for the LDP. 


Editorial Examines New Uno Cabinet 
OW0606003389 Tokyo MAINICHI DAILY NEWS 
in English 4 Jun 89 p 2—FOR OFFICIAL USE ONLY 


[Editorial: “Uno Cabinet Makes Its Start’) 


[Text] The curtain has dropped on the Takeshita Cabinet 
after a short life of one and a half years. It has been 
succeeded by the Uno Cabinet. 


Because the Takeshita Cabinet introduced the unpopular 
consumption tax while remaining lukewarm about clar- 
ifying the Recruit scandal, the people’s distrust in poli- 
tics rose to an unprecedented extent. Various public 
opinion polls showed an abnormal drop of the Takeshita 
Cabinet to less than 10 percent. 


Under the present severe political situation, in order for 
the Uno Cabinet to recover domestic and foreign trust in 
politics, a sweeping political reform will be necessary. 
The path ahead of the new Cabinet is thorny and 
precarious. 


Within the Liberal-Democratic Party [LDP], Uno’s 
name suddenly surfaced one month after Takeshita 
announced his intention to resign. The decision to 
appoint former Foreign Minister sosuke Uno, made at a 
closed-door session of the LDP’s Executive Council, has 
encountered the opposition of a number of the party’s 
elder and younger Diet members. 
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At the end of April, the U.S. news magazines TIME and 
NEWSWEEK carried a cover story on then Prime Min- 
ister Takeshita and devoted considerable space to the 
Recruit scandal. Japan’s money politics and political 
corruption drew international attention. 


The Tokyo District Prosecutors’ Office finally called a 
halt to the investigation of the Recruit scandal at the end 
of last month. But the Japanese people remain dissatis- 
fied. 


A change of administration has now been carried out 
with former Prime Minister Takeshita as “king maker” 
and in close consultation with hospitalized Shintaro 
Abe, former LDP secretary general. The procedure has 
not been democratic or carried out with the full consent 
of the people. 


In his first press conference since assuming the premier- 
ship, Uno said that he will “faithfully implement” the 
plan for political reform drawn up by the party’s com- 
mittee for reform. The plan, however, is insufficient. 


The LDP is planning to draft and introduce three bills in 
the current Diet session. these are a bill for making 
public the assets of all Diet members, a bill for revision 
of the Regulation of Money for Political Activiteis Law, 
and a bill for revision of the Public Officers Election 
Law. 


The bill for making assets public does not cover the 
assets of family members. The regulations on parties for 
raising political funds should be stronger. Meanwhile, 
there is a move to restudy the consumption tax intro- 
duced under the Takeshita administration. 


What will the Uno administration do in regard to such 
problems left unsolved by his predecessor, such as curb- 
ing the excessive concentration of people and materials 
in Tokyo and land countermeasures? 


During the one month after Takeshita announced his 
intention to resign, his administration has been like a 
“living corpse.” The ensuring political vacuum has had 
an unfavorable effect on the nation’s diplomacy. How 
should Japan face the change of the international situa- 
tion of detente centering on soviet-American relations? 
With the July summit fast approaching, Japan’s diplo- 
matic policies need restudy. The American-Japanese 
economic frictions are intensifying. what about the rela- 
tions with the Soviet Union? 


The new Cabient lineup has been formed. The three top 
LDP offices are apportioned, as in the past to the 
members of the Abe, Miyazawa and Takeshita factions. 
Although the average age of the Cabinet members has 
become younger, is this a Cabinet that can truly cope 
with the huge accumulation of problems? 
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There is a need for the Uno Cabinet to undergo the 
baptism of a general election and carry out politics based 
on the people’s trust. This will be a true “purification” to 
dispel the political distrust that has mounted following 
the outbreak of the Recruit scandal. 


ASAHI Critical of Uno’s Policy Speech 
0W0806020289 Tokyo ASAHI EVENING NEWS 
in English 6 Jun 89 p 3—FOR OFFICIAL USE ONLY 


[ASAHI SHIMBUN 6 June editorial: ““New Cover, Old 
Book?”’] 


[Text] When you’re caught in a whrilpool, it’s difficult to 
see how big it is. this is the impression we got from Prime 
Minister Sosuke Uno’s general policy speech. 


Uno came to power under unusual circumstances, after 
his predecessor announced his intention to resign over 
the Recruit scandal in the middle of budget delibera- 
tions. Given such a situation, his first public address did 
not show a keen sense of crisis. 


His policy speech was interspersed with such hopeful 
phrases as “an indomitable resolve to grapple with 
political reform as the most important task of this 
government.” But such rhetoric is not appealing to the 
hearts and minds of the people, who are frustrated with 
politics as it has been played. The prime minister is 
known for his taste for haiku poems and has some books 
to his credit. His lack of appeal is not due to his power of 
expression. 


The question rather is how he views the developments 
since the exposure of the Recruit affair and whether he is 
willing to do something about it. 


What frustrates us is that he has made no specific 
expressions of regret over the affair. When asked about 
that at his first press conference as prime minister last 
week, he confined himself to explaining the summary of 
the findings of the Liberal-Democratic Party (LDP) 
subcommittee on accountability for the scandal. 


He may think he has demonstrated his will to do what he 
must by placing “political ideals and reform” at the top 
of his speech and with his unprecedented wordiness on 
the subject. But the speech sounded hollow. 


At his press conference he ruled out a dissolution of the 
House of Representatives and a subsequent general 
election, the very moves that are now required of the 
political work. 


He seems unwilling to risk a loss of face by holding an 
election at this juncture, even though he is well aware 
that is what he must do to satisfy the people. 
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That is somewhat understandable. But the fact is that his 
government is the third since the last Lower House 
election. If he tries to avoid an election, his pronounce-. 
ment that “this is not an interim government, it has its 
roots deep in the earth” at the press conference will be 
far from convincing to the people. 


Understandabley, the dissolution of the Lower House is 
a matter that should not be bandied about lightly by the 
prime minister. it is time, though, that he thought 
seriously about the timing of the general election. 


On political reform, the prime minister said in his 
general policy speech that he will grapple with the issue 
in accordance with the proposal of the advisory group to 
his predecessor and “the principle of political reform” 
worked out by the LDP. 


Such a line might have been accepted in bygone days, but 
it is not enough for the people who have seen, in the 
course of the unfolding of the Recruit scandal, the 
techniques that politicians employ to get around the 
Political Fund Control Law. 


There are few days remaining in the current session of 
the Diet. If the LDP does not take radical steps, such as 
adopting plans put forward by the opposition, it will 
soon slide into the election for the House of Councillors 
without realizing anything substantial. 


The new prime minister has a distinctive quality that 
sets him apart from his predecessors, and his words and 
their meaning sounded relatively clear as far as his policy 
speech and the press conference were concerned. It will 
— tremendous determination to put his words into 
effect. 


Under the circumstances in which Uno came to power, 
even within the LDP people think that he is but a new 
cover on the same old book. The people are sure to keep 
an even sharper eye on him. 


We hope that he will make his intentions even clearer to 
the people during the Diet question-and-answer sessions 
that are scheduled in the days ahead. 


Editorial on Uno’s First News Conference 
OW0806004589 Tokyo THE DAILY YOMIURI 
in English 5 Jun 89 p 6—FOR OFFICIAL USE ONLY 


[YOMIURI SHIMBUN 4 June editorial: ‘“Uno’s 
Urgency of Trust’’] 


[Text] Speaking at his first press conference as prime 
minister, Sosuke Uno on Saturday outlined the leader- 
ship he intends to give Japan. 


The new prime minister acknowledged the urgency of 
restoring national trust in politics and politicians in the 
aftermath of the long-running Recruit scandal. He 
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labeled his cabinet one of “reform and progress,” which 
will tackle reforms in fiscal, administrative and any 
other areas needed—not only politics. 


The extended period of political uncertainly engendered 
by the scandal brought Japan to the verge of a crisis. 


Now Uno and the cabinet must immediately gear up to 
put their new policies into effect. We hope they will 
““ganbatte” (give it their best shot) and wil! live up to the 
motto by which Uno described them. 


At the press conference, Uno appealed directly to the 
common people. He spoke straightforwardly on every 
subject which arose, revealing a determination to deal 
with the issues. 


Whether this readiness to act will translate into effective 
measures, of course, is not yet clear. 


The prime minister denied any intention of dissolving 
the House of Representatives and calling a general 
election. This decision seems wise; prolonging the polit- 
ical vacuum should be avoided. First priority should be 
given to implementing political reform and related 
issues. 


Uno also indicated his cabinet would avoid domination 
by one faction or another, but would consult with all 
LDP [Liberal Democratic Party] interests. He seemed to 
rule out a strong role by his predecessor or by members 
of the Yasuhiro Nakasone faction. 


Uno spoke crisply and articulately during the press 
conference, but his own views were often not clear on 
important issues. 


He stressed the need to revise the public officers election 
law and the political fund control law, and to pass 
legislation requiring that politicians disclose their assets. 
however, he made no pledge to pass the proposals during 
the current Diet session. 


Some LDP members are already saying that those three 
bills should be discussed at the next Diet session, since 
they cannot now be passed. However, the LDP must take 
steps soon to straighten out the kinks in our domestic 
political system. 


For instance, Uno indicated he would publicize accom- 
plishments of the Japan-U.S. talks to reduce Japanese 
farmers’ concerns related to liberalization of agricultural 
imports. 


However, certain LDP members, with an eye on immi- 
nent House of Councillors’ elections, are trying to derail 
such reforms. For example, agricultural policies are 
already becoming unravelled concerning the producer’s 
rice price. 
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unless every politician adopts a new way of thinking, 
political reforms will remain in jeopardy. It is also 
apparent that proposals for such reforms may go up in 
smoke unless the prime minister is determined to perse- 
vere. 


We wish to reemphasize that the new cabinet has the 
solemn duty to carry out political reforms and, as well, to 
implement its plans effectively. 


Uno Urged To Talk Less, Act More 
OW 1006013689 Tokyo THE JAPAN TIMES 
in English 9 Jun 89 p 18S—FOR OFFICIAL USE 
ONLY 


[Article by Kenzo Uchida: “Uno Must Act”’] 


[Text] Prime Minister Sosuke Uno has firmly denied 
that his government is a provisional administration or 
that his predecessor, Noboru Takeshita, will be pulling 
the strings backstage. Neither will it be a Nakasone 
follower. 


Are the critics right? Certainly, the circumstances lead- 
ing up to the formation of the new government aroused 
their suspicions. It remains for the new prime minister 
and president of the ruling Liberal-Democratic Party to 
prove to the nation that he is right and his critics wrong. 


The new administration’s foundation is less than solid. 
Its birth came 38 days after Takeshita’s announcement 
of his intention to resign, but only a week after Uno 
emerged as a candidate for the succession. 


Masayoshi Ito was originally named as the likeliest 
successor to Takeshita. Known as “Mr Clean,” he was 
seen by many Liberal-Democrats as the best person to do 
the necessary political housecleaning following the 
recruit scandal remove factional influence and put new 
and younger persons in the leadership. However, the zeal 
for reform faded as time passed. Closed-door politics 
was back again, and so was factional nameuvering. And 
a kind of “stopgap” Uno government emerged in the 
end. 


Former Prime Minister Takeshita and former party 
Secretary General Shintaro Abe and other leaders tained 
by the Recruit affair cannot take center stage for the 
moment. But their chances of returning to that stage 
would have been lost forever if the party eiders, the 
advocates of factional dissolution and the younger lead- 
ers had taken the initiative. Therefore, they came up 
with Uno who is of their own generation. He would pose 
no problems as a provisional leader, for he does not head 
any faction. Takeshita would be able to give the orders 
from behind the curtain, for he in effect heads the largest 
faction within the ruling party. 


The chance of a crack at the leadership would also 
remain for Abe and Michio Watanabe, former chairman 
of the ruling party’s Policy Affairs Research Council. 
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Uno could be pulled down at any time. All these sus- 
pected calculations led to the Uno government being 
labeled a provisional government with Takeshita con- 
tinuing to wield the power. 


Uno has no faction. He is not the type of politician who 
scatters largesse to keep his followers contented and 
obeying his orders. For many years, however, he has 
been an efficient head cleark, so to speaks, of the 
Nakasone faction. No wounder, therefore, many people 
suspect that he may continue to do as Nakasone wishes. 


There are three major tasks facing the Uno government. 
One is to sail through the debates in the Diet during the 
remaining days of its extended session and show con- 
crete plans for political reform. The prime minister will 
be going to Paris in mid-July for the annual summit of 
the major industrial nations. The third test is the Upper 
House election now certain to be held on July 23. 


Prime Minister Uno made his first policy speech in the 
Diet Tuesday, which was followed by general question- 
ing by the various party representatives. The budget- 
related bills will have to be passed before the session 
ends on June 22. 


The biggest problem is what progress, if any, can be 
made in political reform. How serious is the new prime 
minister about carrying out this task? Uno has been less 
than clear in th8is regard. The people are demanding 
substantial political reform. If Uno fails to respond to 
this wish, the ruling party will most likely suffer a serious 
setback in the Upper House election, and the Uno 
government will become shaky less than two months 
after its birth. 


During the more than month-long political hiatus pre- 
ceding the inauguration of the Uno government, the 
United States listed Japan as a country subject to the 
Super 301 clause of the American omnibus trade act. 
The dollar rose against the yen. China has been thrown 
into great confusion. Japan has been unable to respond 
promptly to all these development. The external image 
of the LDP government has plummeted because of the 
Recruit scandal. 


One of the reasons Uno was chosen as the new prime 
minister is that he served as foreign minister for a year 
and a half before assuming his present post and is known 
abroad, making him a suitable person to represent Japan 
at the Paris summit. But it is quite another matter 
whether he can speak with a convincing voice on the 
international stage when as prime minister he has a 
comparatively weak power base at home. 


The coming two months will show whether the Uno 
government is merely a stopgap one, as critics say, with 
little ability to tackle its problems, the foremost one of 
which to the ruling party is the Upper House election 
next month. 


JAPAN 


Prime Minister Uno should do less talking and get down 
to action. 


Business Leaders Urge Uno To Stabilize Situation 
OW0506074889 Tokyo THE JAPAN TIMES 
in English 3 Jun 89 p 4—FOR OFFICIAL USE ONLY 


[Text] Business leaders said Friday they hoped the 
political situation would stabilize under Prime Minister 
Sosuke Uno’s leadership. 


They also expressed the hope that he would carry out 
political reforms with the backing of a united Liberal- 
Democratic Party. [LDP]. 


They said the new administration must make the utmost 
effort to tackle various other issues, such as economic 
friction between Japan and other countries, stabilization 
of the foreign exchange rate, and extension of domestic 
demand. 


Most of the business leaders rated Uno’s abilities highly, 
saying that he is well experienced in both foreign and 
economic affairs. 


With Japan’s presence in the international community 
increasing, business leaders hope the new prime minister 
will work hard to restore other countries’ confidence in 
Japan’s politics and establish political ethics. 


Eishiro Saito, chairman of the Federation of Economic 
Organizations, said the political upheaval would be 
settled for the time being. Saito said he appreciate Uno’s 
effort to exclude Diet members involved in the Recruit 
scandal from Cabinet and LDP posts. 


Eiji Suzuki, chairman of the Japan Federation of 
Employers Association, welcomed the new Cabinet and 
said: “The positioning is well balanced. Important posi- 
tions are dominated by experienced Diet members, 
while some freshmen are included in the Cabinet.” 


Keidanren Leader Praises Uno’s Selection 
OW 3005 173289 Tokyo JIJI in English 1311 GMT 
29 May 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, May 29 (JIJI PRESS)—Eishiro Saito, 
leader of the powerful Federation of Economic Organi- 
zations (Keidanren), Monday reiterated his hopes that a 
new prime minister succeeding Noboru Takeshita to 
take drastic steps to put an end to the political turmoil 
triggered by the Recruit influence-buying scandal. 


The Keidanren chairman, speaking at a press confer- 
ence, hailed the ruling Liberal Democratic Party’s (LDP) 
last-ditch option to choose Foreign Minister Sosuke Uno 
as Takeshita’s succesor as LDP president and prime 
minister. 
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Uno emerged as a promising candidate last weekend 
after the LDP struggled for weeks to find a suitable 
candidate following its failure to persuade LDP General 
Council Chairman Masayoshi Ito to assume the top 
Party post. 


With the choice of Uno, Japan will be free from the crisis 
of a political vacuum and also be able to show the 
continuity and consistency of its politics to the Japanese 
people and foreign nations, Saito said. 


The chairman appreciated former Prime Minister Yasu- 
hiro Nakasone’s decision to leave the LDP to take 
responsibility for causing confusion in the party and the 
government for his alleged part in the scandal. 


For Nakase~:, the move is one form of showing his 
responsibility and it will be accepted by the people as a 
step forward, Saito said. 


Concerning the Bank of Japan’s discount rate hike 
planned for Tuesday, Saito ruled out the possibility of 
immediate adverse effects on domestic business, citing 
good business performances across the board for the 
business year ended in March. 


But he predicted that the rate hike will be gradually felt 
in some industrial sectors in later months. 


Column Discusses Tasks To Be Tackled by Uno 
OW0506072589 Tokyo THE JAPAN TIMES 
in English 3 Jun 89 p I—FOR OFFICIAL USE ONLY 


[“Analysis” column of Hisane Masaki: “Uno’s Task Is 
To Solve Japan’s Foreign Woes”’} 


[Text] Prime Minister Sosuke Uno appears unlikely to 
move quickly and substantially to ease intensifying trade 
tensions with the United States, a top priority task of his 
foreign policy in the months to come. 


This is partly because of his weak political power base 
within the ruling Liberal-Democratic Party [LDP] and 
partly because of strong domestic opposition to further 
liberalization of Japanese markets, especially from polit- 
ically powerful farmers and smaller retailers—the tradi- 
tional supporters of the LDP. 


Japanese Government and industry officials welcomed 
Uno’s election as new Japanese prime minister, which 
ended a month of political turmoil that began on April 
25 when Prime Minister Noboru Takeshita announced 
he was stepping down over the Recruit stocks-for-favors 
scandal. 


The vacuum of political leadership left by Takeshita’s 
decision to quit and the subsequent delay in choosing his 
successor has been largely blamed for Japan’s poor 
handling of serious foreign policy issues with the U.S., 
including the dispute with the U.S. over the joint devel- 
opment of the next-generation FSX aircraft. 
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The prolonged instability of domestic politics is also 
believed to be partly responsible for the rapid deprecia- 
tion of the yen against the U.S. dollar on world currency 
markets in the past month. 


“Uno’s selection as new prime minister is very welcome, 
in terms of the i and continuity of Japan’s 
foreign policy,” a Foreign Ministry official, who declined 
to be named, said. 


The source said: “Uno is a very internationally minded 
politician. His becoming premier will give an impression 
to the rest of the world that Japan is becoming increas- 
ingly internationalized.” 


Uno, who had been foreign minister under Prime Min- 
ister Noboru Takeshita since late 1987, is very enthusi- 
astic about diplomacy, having made many overseas trips 
to meet foreign leaders. Most recently, Uno visited 
Moscow in early May to hold talks with Soviet leader 
Mikhail Gorbachev and his Soviet counterpart, Eduard 
Shevardnadze. 


Uno was handpicked by Takeshita as his successor, 
largely because of his ability and readiness to cope with 
pending foreign policy tasks, such as Japan-U.S. trade 
friction and the annual summit meeting of seven West- 
ern democracies in Paris in mid-July, many government 
officials said. 


These officials said Uno will not change the course of 
Japan’s foreign policy. 


Uno will continue with a foreign policy initiative 
launched by Takeshita last year to make greater contri- 
butions to the peace and stability in the world, including 
increased economic assistance to developing countries, 
they said. 


The most serious foreign policy task for Uno is to heal 
tense relations between Japan and the U.S., which have 
worsened recently following the FSX dispute, telecom- 
munications conflict and Washington's designation of 
Japan as an unfair trading nation under its toughened 
new trade law. 


U.S. President George Bush cited Japan’s markets for 
supercomputers, satellites and“ ° v products on May 
25 for negotiation and poss’ aliation under the 
Super 301 Section of the 1988 — . ve Act. 


Bush also ordered his trade ministers to begin negotia- 
tions with Japan on “structural impediments” to Amer- 
ican exports, including the nation’s distribution systems 
and pricing mechanism. 


But for now, Uno is not in a position to take any drastic 
measures to further liberalize Japan's rice, forestry or 
other agricultural markets, as well as distribution sys- 
tems, because of strong opposition from politically pow- 
erful farmers and small retailers, may analysts said. 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-111-S 
12 June 1989 


These analysts also pointed out that Uno’s weak power 
base within the LDP will make it very difficult for him to 
show strong leadership in handling trade problems. 


The first test of Uno’s leadership as prime minister will 
come in the current dispute with the U.S. over Japan’s 
telecommunications markets. In the conflict, Washing- 
ton announced in late April that it will impose trade 
sanctions unless Tokyo made major concessions. 


Hard Sailing Predicted for Political Reform 
0W0906185289 Tokyo ASAHI EVENING NEWS 
in English 8 Jun 89 p 7—FOR OFFICIAL USE ONLY 


(“Political Spectrum” column article: “Uno’s Ability To 
Implement Reform”’} 


[Text] The top-priority task for the government of Prime 
Minister Sosuke Uno is politicai retorm because the 
preceeding administration was toppled by the Recruit 
scandal in which influential politicians of the ruling 
Liberal-Democratic Party [LDP] were involved across 
the board. Can Uno implement reform? 


Whether the LDP will be able to ride out the test of the 
July 23 upper house election will crucially depend on the 
reform measures instituted by that time. 


Actually, the question of whether reforms will be carried 
out is up to the party, not Uno, according to ASAHI 
SHIMBUN reporter Masaru Tachibana. Unlike his pre- 
decessors, the new prime minister does not have a power 
base of his own. He has to rely on the support of the 
faction of former Prime Minister Noboru Takeshita, 
who picked him as his successor. 


As the Recruit scandal took on serious proportions last 
year, the Takeshita faction considered taking up political 
reform as a means of staying on in power. There is now 
no enthusiasm for reform within the group, Tachibana 
says. “There is no use pursuing reform now that the man 
(Takeshita) who intended to use it as a shield has been 
toppled,” he quotes a senior member of the faction as 
Saying. 

The cabinet members and party officials appointed by 
Uno do not strike one as a team chosen to implement 
political reform, the ASAHI reporter points out. At his 
first press conference as LDP secretary-general last week, 
Ryutaro Hashimoto, 51, who symbolizes Uno’s rejuve- 
nation effort, admitted that he had received Y [yen] 2.4 
million from Recruit Co. in political donations and 
fund-raiser ticket purchases. 


Four new cabinet ministers made similar admissions. 
Uno planned to appoint an LDP vice president to head 


the party task force for political reform. But Masayoshi 
Ito, the LDP’s first choice to succeed Takeshita, and 
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Masaharu Gotoda, chairman of the party's Political 
Reform Committee, have turned down the prime min- 
ister’s request to assume the post. 


The fact is that the intraparty sense of crisis which 
mounted over the Recruit affair has waned, according to 
ASAHI reporter Toshiaki Nakajima. The majority of 
LDP Diet members are relieved at the inauguration of 
the new government. Contributing to their relief is that 
they now have something to cite—a set of reform pro- 
posals drafted by Gotoda’s reform panel—in answer to 
charges over the Recruit scandal. 


The LDP submitted bills to revise the Political Funds 
Control Law and the Public Office Election Law to the 
Diet on May 24. The former bill would regulate fund- 
raising parties and the latter would prohibit donations by 
Diet members in their constituencies. Another bill on the 
disclosure of personal assets by Diet members is scined- 
uled to be presented shortly. 


Prime Minister Uno hopes to get the three bills enacted 
before the July upper house election. But that seems 
impossible as the current Diet session will come to an 
end on June 22. 


One more indication of the lack of intra-LDP ardor for 
reform is that the party leadership reportedly had great 
difficulty finding sponsors of these bills, reporter 
Tachibana says. There is no bigwig lawmaker on the list 
of sponsors. “I was asked to sponsor the legislation, but 
I refused,” a senior member of the Takeshita faction is 
quoted as saying. “I told them: ‘It’s absolutely no.”” 


In his pelicy speech before the Diet on Monday, Uno 
expressed his determination to carry out political 
reform. But the address drew criticism for failing to show 
how he proposed to do it. In fact, there is no indication 
that he had entertained any special idea about reform 
before becoming prime minister, Tachibana notes. Ito, 
former chairman of the LDP Executive Board, says he 
has no recollection of a statement previously made by 
Uno on the subject. 


In its set of reform proposals, the LDP promised to work 
for the elimination of the woes of factional politics and 
the eventual dissolution of the intraparty factions. But in 
the final analysis, Tachibana says, political reform can- 
not make headway without the cooperation of the fac- 
tions, as shown by the fact that Uno could not ignore 
them in making his cabinet and party appointments. 


Uno Allegedly With ‘Triple Handicap’ 
OW0206022089 Tokyo THE JAPAN TIMES 

in English 1 Jun 89 pp 1, 4—FOR OFFICIAL USE 
ONLY 


[By staff writer Shinji Ito] 


[Text] The Prime minister-apparent, Sosuke Uno, is 
certain to face rough going in the coming months. 
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He has three disadvantages: a weak power base inside the 
ruling Liberal-Democratic Party, political opponents in 
both the majority and opposition parties and a July Diet 
election in which his party may suffer considerable 
losses. 


It is the first time in the LDP’s 34-year history a person 
with no party faction of his own is to become a party 
president and prime minister. Indeed, he is nothing 
more through a process that was nothing more than the 
ruling party’s traditional way of settling things, some- 
times expressed as “changing only a page of a book, not 
the content,” which happened to occur while the public 
was criticizing the LDP for its involvement with the 
Recruit scandal. 


Uno suddenly emergec' as a promising candidate for the 
top jobs late last week, what with virtually all the 
hopefuls tainted by the Recruit influence-peddling scan- 
dal. 


Party sources explained that one reason why outgoing 
Prime Minister Noboru Takeshita named him was his 
age. 


Party doyens wanted a veteran at the top, while the 
younger members called for a “refreshing” leader in his 
40s or 50s, taking a model from John F. Kennedy. 


At 66, Uno satisfies neither side, but he falls between the 
two extremes. 


Yet his status may be an unstable one, since influential 
party elders and some 40 junior members have expressed 
disapproval of Uno, pointing out his long-time associa- 
tion with scandal-tainted Nakasone. 


Former Prime Minister Takeo Fukuda bitterly criticized 
the nomination Wednesday night. 


“He has been, so to speak, a managing director of 
Nakasone Inc.,” he told reporters using his favorite 
metaphoric expression. “I am so surprised by the nom- 
ination .... I retain my right to do what my conscience 
tells mie to do in the coming days,” Fukuda said without 
disclosing the nub of his threat. 


Furthermore, Uno will be an easy target for the opposi- 
tion, party sources said. It is certain the opposition will 
label Uno a puppet controlled by Nakasone and Takesh- 
ita, who nominated him. 


Opposition criticism would grow louder as the July 23 
House of Councillors election approaches. Due to the 
so-called “triple handicap”—the worst scandal in the 
post-war period, the consumption tax and the farmers’ 
anger over import liberalization of agricultural prod- 
ucts—the ruling party fears it will lose its majority in the 
chamber. 
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One of the first tests Uno will face in the cominmg days 
iS a party caucus election as party president, due on 
Friday. A second is a subsequent election at the Diet to 
become Japan’s 75th prime minister. 


Then comes the Diet election. If the party is defeated, 
there will be arguments that Uno should resign to take 
the responsibility. Another test will also come in Octo- 
ber, when his term ends under party rules. 


And even if Uno sails through those rough waters, 
observers foresee him facing another challenge in the 
summer of 1990, when LDP Secretary-General Shintaro 
Abe and others who were strong hopefuls for the prime 
ministership before the advent of Recruit, will come 
back to the central political stage. The hopefuls, in 
accordance with a party decision Tuesday, are barred 
from party and government posts for a year. 


Editorial Stresses Need for Clean Politics 
OW0106184089 Tokyo MAINICHI DAILY NEWS 
in English 31 May 89 p 2—FOR OFFICIAL USE 
ONLY 


[Editorial: “Heed Public Criticism”] 


[Text] With former Prime Minister Yasuhiro Naka- 
sone’s decision to resign from the Liberal-Democratic 
Party, which came on the eve of the prosecutors’ 
announcement concluding the investigation of the 
Recruit scandal, the majority of the party’s Dietmen 
reportedly are thinking that the grounwork has been 
completed to make Foreign Minister Sosuke Uno, a 
Nakasone faction leader, the next LDP president and 
prime minister. 


Such a perception is far detached from public opinion. 
Nakasone may be taking token responsibility by resign- 
ing from the party, but he is not satisfying the public 
demand for cleaner politics. 


Nakasone and his aides received large sums of money 
from Recruit sources. Takao Fujinami, Nakasone’s 
right-hand man who was chief Cabinet secretary during 
his premiership, has been indicted on bribery charges. In 
addition, Prime Minister Noboru Takeshita and a total 
of seven former Cabinet ministers are tainted with 
Recruit money. 


Only a stringent interpretation of the law and prevailing 
legal constraints have prevented the prosecutors from 
extending thir criminal investigations to these persons. 


Nakasone is deeply responsible, politically and morally. 
Not only should he resign from the party, but he should 
also resign from the Diet and retire from politics once 
and for all. 
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Nakasone reportedly made the decision to leave the LDP 
following his testimony as a parliamentary witness to 
clear the way for Uno’s succession. This action smacks of 
a political design to keep his influence intact while 
weathering criticism both from within the LDP and 
outside. 


In an unfortunate precedent, former Prime Minister 
Kakuei Tanaka continued to control politics from 
behind the scenes after he resigned from the LDP 
because of the Lockheed affair. This may very well have 
led to the Recruit scandal, involving political, adminis- 
trative and business leaders. 


To prevent a repetition of this sorry experience, a 
sweeping political cleanup and reform are mandatory. In 
this context Nakasone must take fuli responsibility. 
Instead of trying to do his “humble part persevering the 
wind and the snow,” he should make a better choice and 
retire gracefully. 


Of equal concern is that in the process of firming up 
uno’s succession, old faction politics have once again 
emerged in the LDP, damping its crisis consciousness 
and momentum for a cleanup. 


Uno is a businesslike politician well-versed in policies, 
but he is not a faction boss. This is a precisely the reason 
why he has been picked as Takeshita’s successor, which 
in turn indicates that his foundation in the party is 
extremely weak. 


In the background looms the possibility of Takeshita 
maintaining indirect control with the support of his 
faction, the largest in the LDP, and forming an alliance 
with party Secretary-General Shintaro Abe, thereby pre- 
serving the chance of installing Abe as premier following 
Uno. In the Nakasone faction and likely to muster 
strength is Policy Affairs Research Council Chairman 
Michio Watanabe, who blatantly opines that politics just 
cannot be clean. 


Under these circumstances it is doubtful whether Uno 
will be able to exercise brave leadership in clarifying 
political responsibility and instituting clean politics to 
meet public demand. Uno may well end up a makeshift 
figurehead to weather the storm. This anxiety is amply 
justified by the way the LDP is suggesting that it has 
taken responsibility with the departure of Nakasone. 


The LDP is still far from dispelling public distrust. 
Executive Council Chairman Masayoshi Ito, turning 
down repeated offers of the premiership, called for a 
wholesale retirement of the leaders tainted with Recruit. 


If the LDP is to make a fresh start, not only should 
Nakasone retire from politics, but Takeshita, Abe, 
Watanabe and former Finance Minister Kiichi 
Miyazawa should resign from the Diet to meet their 
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political and moral responsibility. It is strange that the 
majority of the LDP, from Takeshita to younger Diet- 
men, have already forgotten Ito’s admonition. 


* Statistics on Dwindling Youth Population 
41050103 Tokyo YOMIURI SHIMBUN in Japanese 
11 May 89 p 2—FOR OFFICIAL USE ONLY 


[Text] As of 1 April 1939, the statistics on the number of 
children under 15 years of age reveal a population of 
23.6 million, a decrease of 760,000 over the previous 
year’s figures. Its ratio to the entire population is 19.2 
percent, reflecting a decrease of 0.7 percent over the 
previous year’s ratio and recording the lowest ratio ever 
since the end of the war. These statistics, resulting from 
the juvenile population survey, were announced by the 
General Affairs Agency on 5 April, Children’s Day. 


According to the survey, the number of male children is 
12.1 million, 600,000 more than the number of female 
children which is 11.5 million. Analysis by age group 
shows that there are more | 4-year-olds, numbering 1.99 
million, than there are in any other age group. Reflecting 
a decreasing birth rate, the number of children declines 
as one goes down the age ladder. Those below the age of 
1 year number only 1.32 million, approximately two- 
thirds the number of 14-year-olds. 


The percentage of children among the total population 
was around 36 percent before the war; after the war, 
however, it declined consistently. After 1971, reflecting 
the second baby boom, the number climbed slightly, only 
to decline once again after 1977. It is speculated that at 
about the 7th year of Heisei, it will dip to 17.6 percent, 
after which it will begin to rise slowly. 


The “juvenile population index,” which shows the ratio 
of the juveniles (those under 15 years of age) to every 100 
people who belong to the productive age population 
(between 15 and 64 years of age) is 27.7, which means 
that approximately 3.6 people in the productive age 
population are supporting | child. 


When analyzed by urban and rural prefectures, Okinawa 
has the highest birth rate, 25.7 percent, followed by 
Shiga, Miyazaki, Saga, and Nagasaki Prefectures. Tokyo 
has the lowest birth rate, 16.1 percent. 


When compared with the United States and European 
countries, in Japan the ratio of children to the total 
population is about the same as that of England (18.9 
percent) and France (20.5 percent), but higher than that 
of West Germany (15.0 percent) and Sweden (17.8 
percent). 
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* BOJ Governor Interviewed on Exchange Rates 
41060115 Tokyo NIKKEI KINYU SHIMBUN in 
Japanese 30 Mar, 13 Apr 89—FOR OFFICIAL USE 
ONLY 


[30 Mar 89 p 3] 


[Interview with Satoshi Sumita, Governor of the Bank of 
Japan [BOJ], by NIKKEI KINYU SHIMBUN on 29 
March; place not given] 


[Text] The contents of a 29 March interview with the 
governor of the Bank of Japan is as follows. 


Question: What will be the themes of the series of 
meetings on currency and finance, and what sort of 
policy will the Bank of Japan have for dealing with them 
when it attends? 


Answer: Speaking mainly in terms of the IMF temporary 
committee, I suspect that the themes can be roughly 
divided into the outlook for the world economy, debt 
accumulation, and the IMF’s own problems such as 
increasing its capital. In regard to the world economy, at 
a time when a greater-than-expected trend toward expan- 
sion is continuing, every country is pointing out an 
increase in inflationary pressure. And in regard also to 
correction of imbalances with foreign countries, the 
perception of a slight slowing down of the correction is 
probably common to all. 


In regard to the problem of debt accumulation, the Brady 
plan will be central, and we anticipate that in the future 
concrete plans will go on progressing according to each 
individual case. 


In regard to the problem of increasing capital, we hope 
that the increase in capital will be realized as soon as 
possible, and that we will be able to guarantee a share 
commensurate with the substance of the Japanese econ- 
omy. 


Question: You said recently that moves to correct imbal- 
ances with foreign countries have slowed down a bit, but 
will not the argument that we must again use the lever of 
exchange rates be brought to the fore in the Diet? 


Answer: The present direction of correcting imbalances 
with foreign countries has continued, but I think it 
probable that a somewhat stationary state can be 
observed. In the surplus nations, at a time when the 
world economy is showing signs of brisk activity, and 
particularly at a time when investment in plant and 
equipment is being carried on in an active manner and 
technological progress is advancing, exports of such 
things as leading-edge technology products or high value- 
added products, and also of general capital goods for 
plant and equipment investment, have increased. 


JAPAN 


In the deficit nations imports are continuing because the 
essence of their economies is strong; on the other hand, 
their reserve export capacity has declined. 


In this kind of situation we are now in a trend toward a 
strong dollar, but I think if this kind of trend should be 
spurred on further, it would clearly have a reverse effect 
in regard to correction of foreign imbalances. But, on the 
other hand, if it became a matter of promoting adjust- 
ment of exchange rates because of something like over- 
dependence on the effect of exchange-rate adjustment 
for the purpose of correcting the imbalances with foreign 
countries, it is also conceivable that, contrary to what 
one might expect, this would destabilize the finance and 
foreign exchange markets, and check the world econo- 
my’s present trend toward expansion. 


Consequently, though it is the slow but steady path for 
correcting foreign imbalances, the nation concerned will 
go on reducing its surplus while continuing to expand 
domestic demand by such things as opening of markets 
and relaxation and abolition of all types of controls. And 
in the deficit nations, they will go on restraining domes- 
tic demand by reducing the budget deficit or by tighten- 
ing money. They will go on making such efforts repeat- 
edly. In other words, it is probably recognized in 
common by major advanced countries that one goes on 
coping with the problem by what is called a policy of 
economic adjustment or a macroeconomic policy. 


Question: What kind of explanation will you give at an 
international conference, as governor of the Bank of 
Japan, concerning the state of Japan’s concerns about 
inflation and, at the same time, its stance on financial 


policy? 


Answer: In regard to the price-question, current whole- 
sale prices and consumer prices are within a stable range, 
so I think there will not be anything like a sudden great 
collapse of prices, but when we look at things like the 
actual state of business conditions and finance, and the 
foreign exchange situation or the price of crude oil, it is 
a Situation which certainly does not permit optimism. In 
regard to prices, and so on, I think that, as might be 
expected, it will become a matter of my explaining such 
things at the meetings. 


And in regard to Japan’s financial-policy stance, I will 
tell them that as the second largest economic power in 
the world, and as the largest creditor nation, we think 
that the attitude we should take is one of Japan continu- 
ing stable growth without producing inflation, and this 
means being able to go on connecting it to correction of 
the foreign imbalances. We will be observing the situa- 
tion closely, and we will take necessary countermeasures 
if required, so that inflation will not occur under any 
circumstances whatsoever. This is the kind of thing I will 
teli them. 


FOR OFFICIAL USE ONLY 


FOR OFFICIAL USE ONLY 


FBIS-EAS-89-111-S 
12 June 1989 


Question: In what is commonly called the Japan-anchor 
thesis, it is said that it is better for Japan to endure to the 
very end in regard to tightening money. Would you care 
to comment on that? 


Answer: In the G-7 meetings, and so on, which I have 
attended any number of times up to now, nations have 
never made a request of that sort concerning Japan’s 
financial policy. I know that such views are being 
expressed by people, but, as I stated a moment ago, 
Japan’s situation, too, is one which certainly does not 
permit optimism; the most necessary thing for Japan is 
not to produce inflation. 


Question: What do you think of the Brady plan? 


Answer: It is a matter of creditor banks, international 
agencies and creditor nations all sharing the burden 
together in an appropriate manner predicated on the 
debtor nation’s efforts at adjustment, so Japanese banks 
will naturally also be asked to share it. However, this is 
something which is carried out with the full consent of 
those concerned, so we understand that it is not some- 
thing that will be carried out ignoring the will of Japa- 
nese banks. But there are many points that will be made 
clear in the future, and on such occasions we shall go on 
striving to see that the wishes of Japanese banks will also 
be fully reflected. 


Question: When is this plan likely to be completed in its 
final form? 


Answer: Of course we do not yet know anything for 
certain. But the views of each country will probably be 
stated fully even at this meeting of the temporary com- 
mittee, and there is also the stage of the July summit, so 
I think it would be very good if concrete cases were 
advanced at that time too. 


Question: What are your thoughts on the exchange rate? 


Answer: From the middle of this month it hit the level of 
130 yen to the dollar, and in the last couple of days it has 
become about 133 yen. Things like the fact that high 
interest is continuing in the U.S. market, and the rise in 
the price of crude oil—though it fell a bit yesterday—are 
being cited as causes of this. 


But at this point there is no great change whatsoever in 
the fundamentals for each country, so I think the present 
strength of the dollar is excessive. 


And in the market as well, | think that some people are 
somewhat wary concerning the present strong dollar. 
Consequently, I do not think the strong dollar will go on 
advancing rapidly in this manner, but if it were to move 
greatly, I think that we should make the proper response 
under concerted intervention by each country. 


JAPAN 


Question: America appears to feel that this slightly 
strong dollar is desirable. Would you care to comment on 
that? 


Answer: According to what is communicated to the 
market, America appears to have also carried out con- 
certed intervention in regard to the mark, so neither 
America nor the federal reserve system are hoping that 
the strong dollar will go on advancing rapidly. | am 
confident that they desire currency-market stability. 


Question: Interest rates are rising slightly, and, con- 
versely, stocks have risen rapidly; will this not exert an 
influence on things like inflation psychology? 


Answer: At this point stock prices have risen rapidly, and 
as background to that I think that prosperity will con- 
tinue for the Japanese economy, and enterprise returns 
will be extremely good. In addition, I think that entering 
the new fiscal year the positive attitude of investors is 
very strong. I will add, at this point, that I anticipate that 
stock prices will correspond to the state of the economy. 


Question: There are statements that accept the present 
level of the exchange rate, especially from U.S. authori- 
ties. What is your view of this? 


Answer: There are also limits to attempting correction of 
foreign imbalances and reduction of the U.S. budget 
deficit by adjusting the exchange rate, and adjustment on 
that point has already made a great deal of progress. | 
think it is probably the view that export competitiveness 
has also been acquired. But in America, too, there are 
also people with different ideas, and such statements are 
often made. 


{13 Apr 89 p 3] 


[Interview with Satoshi Sumita, governor of the Bank of 
Japan, by NIKKEI KINYU SHIMBUN, date and place 
not given] 


[Text] Question: What kind of results did the seven- 
nation conference of finance ministers (G-7) and so on 
have? 


Answer: Concerning the debt problem, it seems to me 
that we were able to obtain complete agreement of all the 
countries to proceed in the future with the debt strategy 
of not only the Brady proposal, but also the Miyazawa 
and Mitterrand proposal. 


Concerning points beyond that, there is the perception 
that business conditions are sounder than expected in 
the economy of each country, and that inflationary 
concern has also grown stronger this year. 


Furthermore, at present the pace of correction of foreign 
imbalances has slowed or come to a standstill. Concern 
for the future has risen in this aspect, too, and various 
debates have been held against the background of these 
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circumstances. America certainly does not wish for a 
stronger dollar than this, because it would become a 
factor to impede correction of the imbalance. Moreover, 
speaking from the present increase in America’s concern 
about inflation, conversely, an excessively weak dollar is 
not desirable either. Because of this, it came about that 
each country would make efforts toward greater 
exchange stability. As proof of thai, intervention was 
carried out in the Tokyo market, and the assessment of 
this was that it was very timely and that its effect could 
be fully seen. 


In regard to the increase in the risk of inflation, every 
nation is working hard to restrain the growth of inflation 
psychology and the overheating of business activity by a 
tight money policy, and the nations of Europe, too, have 
begun to have fairly high interest rates. But that has, as 
yet, not necessarily appeared in the form of influence on 
the business-activity aspect. It is as strong as ever. 
Consequently, in the midst of the trend toward weakness 
in European currencies there are also worries about 
import inflation, so Europe is becoming more wary. 


As to the state of the U.S. economy, there have also 
emerged indices indicating a deceleration of business 
activity, but the situation is still not clear as to whether 
or not this will lead directly to a full-fledged slowdown in 
business activity. The authorities concerned will go on 
cautiously watching the future spread of the effect of 
tightening money, while maintaining the present policy 
stance. 


The standstill on the foreign trade imbalance is some- 
thing about which America has expressed particular 
concern, but, when all is said and done, in order for the 
foreign trade imbalance to be corrected, there must be a 
concerted decision to restore the balance of America’s 
domestic economy through control of U.S. domestic 
demand. In order to accomplish this sharp cuts must be 
made in the budget. America, too, understands this fully, 
and the Bush administration is espousing efforts toward 
that purpose as its primary objective, and the nations of 
Europe, and Japan, too, have strongly expressed their 
hopes concerning this problem. 


Each country asked me about various things concerning 
the state of Japan: concerns about inflation, the problem 
of correction of foreign imbalances, interest, the price of 
the yen, and so on. In response to the questions I asserted 
emphatically that, as I say to you repeatedly, the envi- 
ronment which up to now has operated effectively in 
controlling prices is now changing. But even with this in 
mind there is no plan to change Japan’s policy stance 
immediately, but we must watch cautiously future 
progress, without having presuppositions, and must go 
on conducting financial policy in the proper manner. I 
think I was able to gain their understanding fully on this 


point. 


JAPAN 


Question: It appears that Europe in particular has had 
problems with the strong dollar. Would you care to 
comment on that? 


Answer: I have the impression that this is true. Each of 
the countries of Europe have raised their interest rates 
up to now, and I think that their sense of alarm at the fact 
that the dollar is still getting stronger is fairly evident. 


Question: Do you feel that the Bank of Japan has 
somewhat more leeway than Europe? 


Answer: No, I certainly do not think that. In regard to 
that point, it was stated at the G-7 meeting that from 
now on all the countries would go on cooperating jointly 
vis-a-vis foreign exchange markets, and as an indication 
of this cooperation on the following day the Tokyo 
market intervened in the dollar (buying of yen) for the 
first time since November 1985. 


Question: What do you think the value of the yen will be 
in the future? 


Answer: The fundamentals of the economies of each 
country, not to mention Japan, have not changed greatly. 
Consequently, fluctuation of exchange rates based on 
such a situation will be limited. In any case, I suspect 
that the rate will not move all that much. But since it is 
a matter of the exchange markets, I think that if the price 
changed greatly all the countries would naturally coop- 
erate and attempt a suitable response in accordance with 
their announced intention. 


Question: What do you think of Japan’s inflation wor- 
ries? 


Answer: At the present point in time wholesale prices 
and consumer prices are still fluctuating within a stable 
range, so it is not the kind of sitation in which inflation 
appears imminent. However, it is the kind of situation in 
which various conditions which up to now have sup- 
ported Japan’s price stability are changing and reversing 
themselves. There are problems of product demand, 
labor supply and demand, the state of financial relax- 
ation, the price of crude oil, the trend toward a weak yen, 
and the fact that labor costs which up to now had 
declined are on the rise. In addition, there is this year’s 
spring labor offensive and the comsumption tax. I hope 
these circumstances will be taken into consideration. 


In regard to the future, we will observe the domestic and 
foreign situations carefully, and will not change financial 
policy for the present. We will take appropriate measures 
if it is considered necessary in accordance with the 
situation in the future; that is my considered opinion. 
Inflationary pressure has risen in many countries, but in 
the case of Japan I think it is probably still borderline. 


Question: Are you saying that the stance of the Bank of 
Japan's financial policy has not changed? 
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Answer: It has not changed, but I think that in a series of 
meetings my explanation concerning Japan’s current 
situation was exhaustive. Therefore, I was able to help 
each country understand the proper nature of Japan’s 
future financial policy, and I think that was important. 


Question: It appears that Europe’s response to Japanese- 
U.S. unity on strategy toward accumulated debt was a bit 
cold. Would you comment on that? 


Answer: Japan’s role was assessed in a frank manner. 
Only, I think it is true that Japan took the initiative, but 
there was sufficient feeling that hereafter, it would not do 
for Japan to act alone in this matter and for other 
countries to be passive. 


Question: What feeling did you get in your meeting with 
Federal Reserve Board Chairman Greenspan? 


Answer: There does exist in some quarters the assess- 
ment that the U.S. economy has become sluggish, but it 
appears that we still have to watch a while to see whether 
this is a completely desirable slowdown, and whether it 
will help in terms of reducing the deficit. I got the 
impression that there will be a careful evaluation of the 
effect of present policies. 


Consequently, it appears it will take a certain amount of 
time before the effects will be felt and there is now a 
wait-and-see attitude. 


Question: The 14th is the general meeting to establish 
Tokyo Financial Futures Trading; what connection will 
that have with the Bank of Japan? 


Answer: Trading in financial futures is a method of 
hedging against such things as fluctuation in interest 
rates, and, moreover, it also amounts to providing a new 
means of investment. In addition it will promote arbi- 
tration among financial markets. It is anticipated that, 
based on this, along with an increase in financial trading 
or the broadening of money markets, they will become 
more efficient. I have the feeling that this is something 
Japan’s money markets should have available. 


Question: You say that in the series of international 
conferences all the countries showed understanding of 
your explanation concerning the present state of the 
Japanese economy, but is not that the Bank of Japan’s 
convenient interpretation? Were the authorities of the 
Ministries of Finance and Treasury Departments of each 
country also satisfied? 


Answer: I think so. All of the countries are facing 
inflationary pressure, and have been coping with it. 
While also considering such things as its own position, 
each country indicated an understanding of Japan’s 
cautious posture. 


JAPAN 


Of course Japan’s circumstances have also been listened 
to with great understanding at G-7 conferences, which 
are attended not only by the governors of central banks 
but by treasury secretaries and finance ministers. That is 
what I think. 


Question: If Japan were to take “appropriate measures” 
the low interest rate which has existed up to now would 
crumble; was there a debate on how this would affect the 
world economy? 


Answer: It is a bit difficult to say whether debate went 
that far. However, the strength of Japan’s domestic 
demand would still have sufficient endurance if only 
price stability could be guaranteed. For Japan to take 
measures for the sake of price stability would certainly 
not be something that would hinder economic growth; it 
would be a precondition for the purpose of diligently 
promoting continuation of an economy centered on 
domestic demand. We are working at having this under- 
stood. 


* Ruling Party Factions Maneuver for Position 
41050102 Tokyo NIHON KEIZAI SHIMBUN in 
Japanese 2-5, 7 May 89—FOR OFFICIAL USE ONLY 
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[Text] Last 26 April when Prime Minister Takesnita 
ann~ \n ¢@ his resignation, those in the Takeshita fac- 
tion witli. —..aet experience turned out in full force at 
the Rantei restaurant in Koji-machi, Tokyo. Chairman 
Kanemaru, former deputy prime minister, sought fur- 
ther unity within the faction on this occasion, but the 
atmosphere was heavy and the attendees silently drank 
their sake without joy. This was also the day of the shock 
of the suicide of former secretary Aoki, who was also 
called the guard of the prime minister’s vault. “Our 
faction has concluded two funerals.” “‘The fight has 
ended and the sun has set.”” Such was the conversation 
that mingled here and there in the room. 


Right after his inauguration, the prime minister noncha- 
lantly revealed his desire for a long administration and 
often said to those around him that “I am lucky. Like 
Sato (former prime minister), I became chief cabinet 
secretary at 47, finance minister at 55, and prime min- 
ister at 63.” At the end of last year, after the tax reform 
bill was approved, his regime suddenly crumbled even 
though everyone had believed that his reelection was 
certain. The expectations of the prime minister, to be 
sure, were thwarted and his large army of {20 were 
greatly disturbed. 


Brave Fighting Comes To Fore 


“In the future, we will be forced along the same path as 
the former Tanaka faction.” (key member) Though it is 
the largest faction, 1 does not have its own candidate for 
president, and after an era of “10 years of unswerving 
loyalty” and playing a supporting role we are right back 
in that position. 
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They have begun to cry in characteristic “brave fighting” 
fashion: “We will go on the rampage if we are not the 
presidential faction”; and “‘nothing will be decided if the 
Takeshita faction is cut out.” 


The view is that if they just maintain the unity of 120 
men, they can ensure leadership. Kanemaru, who has 
grasped virtual power as the guardian of the prime 
minister, now has been pushed to the forefront. His basic 
strategy is first to grab an important post in the party and 
the government. He told those around him, “Except for 
you, the ones who want to form a faction are old.” “It 
will anger my wife if I enter into a new faction,” and he 
quickly left for Taiwan to recuperate, pondering his 
“next move.” 


Complex Power Relationship Among Key Leaders 


Skipping Kanemaru’s centripetal force, the power rela- 
tionship of the key leaders who substantially run the 
faction is very complicated. So far, the so-called “Six 
Magistrates” consisting of Chief Cabinet Secretary Obu- 
chi; Chief Secretary Representative Hashimoto; Minis- 
ter of Agriculture, Forestry and Fisheries Hata; Deputy 
Chief Cabinet Secretary Ozawa; Chair of Diet Policy 
Committee Watanabe; and Secretary General Kajiyama, 
secretly meet once a week to decide faction policy. 


Ozawa, who is regarded as probably strengthening his 
stand as the faction successor if the Takeshita cabinet 
becomes a long-term regime, is young at 46 and there is 
a great possibility that he soon will move toward becom- 
ing “the one after next.” It is believed that the position- 
ing of the remaining four, with Hashimoto and Ozawa as 
pivots, will proceed slowly and surreptitiously with 
united followers and movement alliances, including 
former Minister of Posts and Telecommunications 
Okuda from a neutral faction. 


In addition, there is the doyen Tamura, former minister 
of international trade and industry. For the past | or 2 
months, Tamura has visited the prime minister’s official 
residence and Kanemaru’s home frequently. Just among 
the regulars who make the scene in political snarls, its 
anybody’s guess what part they will play this time. 
Tamura says he is “in perfect agreement with Kane- 
maru’s thinking” and is avoiding flashy movements, but 
there is great probability that he holds the only key to 
future faction operations. 


Prime Minister’s Spirit: A Key 


Another concern within the party is the prime minister's 
“willingness to carry on” after his resignation. Observa- 
tions surrounding the prime minister's feelings are inex- 
haustible such as “It seems like the weight of tension has 
been dropped.” “‘No, he will not withdraw, whether or 
not he has served the 2 terms, 4 years.”’ Even if he returns 
to the faction, for the time being he will remain in the 
background. Whether he can continue to maintain 
strong influence depends on the his will to do so. 


JAPAN 


As to whether he can be reinstated as prime minister, the 
majority within the party view it as “possible after an 
Abe regime.” In addition to the direct attack of the 
Recruit incident, Chief Secretary Abe is sick, and Chair- 
man of the Executive Council Ito is favored by former 
Deputy Prime Minister Miyazawa to be appointed next 
president. Both carry heavy burdens and are at a cross- 
roads as leaders of the faction. If Abe’s dream falls apart, 
the age of the new leaders with “Takeshita, Abe, and 
Miyazawa” paving the way as prime ministers will be 
swept away. In the current agitated political situation, 
what direction the large group of 120 men take will 
dominate the Liberal Democratic Party system in the 
future. 


[3 May 89 p 2) 


[Text] “Because of Prime Minister Takeshita’s resigna- 
tion during his term of office, his successor should be 
Chairman Kanemaru of the same Takeshita faction.” 
“Other than maintaining cooperation with the Takeshita 
faction, the prospects for an ‘Abe administration’ will 
not develop.” 


Even Groping For “Kanemaru Successor” 


On the evening of 25 April when the prime minister 
announced his resignation, eight key leaders, including 
Deputy Chief Secretary Murata and former Minister of 
Agriculture, Forestry, and Fisheries Sato, and also Sec- 
retary General Shiokawa, former Minister of Agricul- 
ture, Forestry and Fisheries Kato, former Minister of 
Education Mori, and Minister of International Trade 
and Industry Mitsuzuka, the so-called four kings of the 
Abe faction, secretly gathered in a Tokyo hotel room. 
The “successor to Kanemaru” was discussed at this 
meeting of leaders. After this, Shiokawa refused to sound 
out the prime minister and Kanemaru himself about 
such a “successor.” Chief Secretary Abe, who had 
entered the Juntendo Large Annex Hospital of Juntendo 
in Hongo, Tokyo, also flatly refused, saying that 
““Kanemaru is unacceptable.” The idea died instantly. 


While the majority of the party is devoting itself to the 
successor to Ito, the Abe faction is agonizing over having 
to grope for a “successor to Kanemaru.” The strategy of 
Abe as well as his faction was to support the ‘“2-term, 
4-year” Prime Minister Takeshita and obtain the coop- 
eration of the 120 men in the Takeshita faction to 
establish an Abe administration. However, the prime 
minister crumbled in the Recruit incident and resigned. 
Abe himself was deeply wounded when ties to the 
Recruit Company such as disclosure of a large donation 
came to light. To make matters worse, he unexpectedly 
feli ill and entered the hospital and so the strategy for 
Abe to take political power fell apart. 


With Abe hospitalized, the leaders of the faction must 
move with precaution in the developing political situa- 
tion without Abe and decide upon successor personnel. 
That is because whatever the undercover maneuverings, 
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they must proceed with coordinating activities with Abe 
as the visible leader and demonstrating his influence in 
order to aim at an Abe administration in the future. 


Abe To Be Hospitalized For Long Time 


The prime minister paid a visit to Abe on the 26th and 
intimated to him that in considering successor personnel 
he, Abe, would be guaranteed a turn. The key leaders for 
a time are drawing a breath of relief. They view that Abe 
has decided to work on coordination for a successor 
despite his poor health and with earnest “tenacity for 
political power.” 


Premised on “‘a successor to Ito,” the strategy of the Abe 
faction is to support an Ito regime with both the Takesh- 
ita and Abe factions and in actuality set up a “gov- 
ernment ruled behind the scenes.” To do this, the 
immediate tactic is to give all their effort to ensuring 
their influence within the party by maintaining the post 
of chief secretary and as “vice president,” Kanemaru 
who serves as a link between both the Takeshita and Abe 
factions. 


The evening of the 26th, the day after the announcement 
of the resignation, one of the key leaders of the Abe 
faction was summoned by key leaders of the Nakasone 
faction to a restaurant in Tokyo. “In the future, how 
about your faction and ours uniting and divvying up the 
party offices, continuing with Chief Secretary Abe and 
Chair of the Policy Research Committee Watanabe?” 
This Abe faction leader, who believes in the basic 
““Abe-Takeshita” strategy, promptly refused saying “If 
we did that, it would kill Abe.” 


Hospitalized Abe now is quite resolute saying that “‘it 
will be no easy task after the consecutive holidays in May 
for I am a jobless man too.” Nevertheless, as regards 
future developments, he cannot hide his uneasiness, 
which he has revealed to those around him, that “as for 
strategy, there is nothing we can do but be united within 
the faction.” 


One key to divining the course of the agitated political 
situation is the health of Abe himself. Those around Abe 
stress that “he can return at the end of the consecutive 
holidays in May.” 


Since his illness is “common gallstones,”’ however, it 
appears that surgery is necessary and there are fears that 
he will be hospitalized for a considerably long period. 


Younger Members Put on Pressure 


There are still headaches within the faction. Among the 
four kings, both Kato and Mori have been connected 
with the Recruit scandal and for the time being cannot 
emerge as leaders. 


JAPAN 


For this reason, it appears that Mitsuzuka and Shiokawa 
are standing in the forefront to assist Abe, but there 
certainly appears to be a decrease in fighting spirit. 


Among the younger members, however, a “rebellion” 
movement has begun to appear such as with Shizuka 
Kamei, who has turned to organizing the Liberal Reform 
League. Key leaders such as Shiokawa and Murata 
gathered the younger members at a restaurant in Tokyo 
on the evenings of both the 26th and 27th and called for 
faction unity, but even here, Kamei and others con- 
versely pressured the key leaders saying, “A distinction 
must also be made now with the Nakasone summons 
issue, not just with the prime minister's resignation.” 


Without any serious internal problems since former 
Prime Minister Fukuda was replaced in a comparatively 
harmonious way by Abe as chief, the Abe faction is 
facing its greatest trial since the inauguration of the 
faction. 


[4 May 89 p 2] 


[Text] ““Now that Takeshita has resigned, we must also 
make note of the fact that Nakasone must respond to a 
summons as 4 witness.” On the morning of 24 April 
when Prime Minister Takeshita announced his resigna- 
tion, those of the Nakasone faction concerned with Diet 
policy restlessly walked the halls of the Diet. At an 
emergency general meeting of the faction at noon on the 
same day, they could not hide their surprise at the 
sudden development of the situation, saying “It was not 
expected,” (Motoharu Morishita, secretary general). 
They were filled with the grave perception that “the 
isolation of the Nakasone faction is growing deeper,” 
(key leader). 


Fissure With Takeshita Faction 


In fact, the atmosphere within the party toward the 
Nakasone faction became more grim with the announce- 
ment of the prime minister’s resignation. In the after- 
noon of that day, when the prime minister offered to talk 
with former Prime Minister Nakasone, the current of 
opinion was that “the prime minister will press Naka- 
sone to resign his Diet seat.”” Those around him were 
dreading it. Even at the budget proposal single roll call in 
the House of Representatives plenary session on 28 
April, rumors were flying that “‘a motion was made at a 
meeting of Diet members before the plenary session to 
seek a withdrawal of Nakasone from the party.” 


The most insistent was the Takeshita faction who par- 
ried that “the prime minister was driven to resign 
because of Nakasone.” Particularly since the news was 
transmitted to the faction directly before the resignation 
that “the Nakasone faction was bragging "We won, we 
won." an increasing number of Diet members candidly 
vented their anger that “Nakasone should withdraw 
from the party or resign his Diet seat.“ 
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Considering that “the resignation announcement has no 
direct relation with the summons issue,” (principal 
member), the Nakasone faction is disgusted that “‘there 
appears to be a sense of debt to the prime minister and 
Takeshita faction” in the resignation drama without this 
issue being resolved. Former Foreign Minister Kuranari, 
faction chairman, met with the chief secretary, Repre- 
sentative Hashimoto, of the Takeshita faction in the Diet 
on the 2d, and requested his cooperation on the sum- 
mons issue, but it conversely resulted in amplifying the 
opposition of the Takeshita faction and the fissure 
between the two factions only deepened. 


First Debate Within Faction 


In October 1987, Nakasone gave up his administration 
with power still in reserve and designated Takeshita as 
his successor from among the new leaders Abe, Takesh- 
ita, and Miyazawa. It was a situation in which he laid out 
a “behind the scenes government” to control these three 
and when the new leaders stumbled, he would ask for 
another turn at bat. However, in less than a scant year 
and a half, this plan completely crumbled away with the 
Recruit incident. Though he has been barely able to 
suppress the summons request by dint of his power as 
“former prime minister,” the day by day decrease in 
Nakasone’s influence since the summer of last year when 
the incident was discovered has been conspicuous. 


Nakasone has compromised by appearing in the Diet 
and responding to questioning, but his posture of refus- 
ing a summons has not changed. However, the current 
atmosphere within the Nakasone faction is beginning to 
change since the announcement of the prime minister’s 
resignation. There are whispers of a pessimistic view that 
“not just an apology, but a more serious move such as 
resignation of the faction chairmanship is necessary 
from Nakasone.”” Among them, there are even people 
who have spoke about the theory of Nakasone giving up 
his Diet seat, like Yamanaka, the chair of the party tax 
system investigation committee. 


While Nakasone is sliding into difficulties, on the one 
hand, Policy Research Committee Chairman Watanabe, 
the person with actual power in the faction, is steadily 
gaining ground. Even though he ultimately ended up 
being kicked by the minority parties in a confab with 
minority party chief secretaries and secretaries general 
on 21 April, he stands between Nakasone and the party 
executive group and has put together the most concilia- 
tory proposal possible in which Nakasone would apolo- 
gize to the House of Representatives Budget Committee. 
At the recent House of Representatives plenary session, 
it is said that Watanabe was the one who forcefully 
argued down Speaker Hara, hailing from the same fac- 
tion, because of his reluctance that “they must resign if 
there were a single ballot on the budget bill.” 


Former Chief Cabinet Secretary Fujinami, who was 
regarded as a rival of Watanabe, suffered a great blow in 
the Recruit issue, and voices have grown stronger from 
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among the younger members of the Onchikai Policy 
Group which Watanabe spearheads that “‘a change in 
leadership in the Nakasone faction should be accom- 
plished right now.’ However, Watanabe is wary that “‘no 
action can occur when Nakasone is in a dilemma.” 


Those With “The Same Wound” 


If there is a new successor system, Watanabe must step 
down from the post of Policy Research Committee Chair 
which he attained at great pains, because he also is being 
implicated in the non-public stock offering transfer. In 
the current personnel matters, although the Nakasone 
faction is guaranteed one of the party’s three key posts, 
they cannot pressure unreasonably. They are trying to 
push former Foreign Minister Sakurauchi as the succes- 
sor to Speaker Hara, who resigned to take responsibility 
for the single ballot on the budget bill, but many see this 
as difficult, incurring the opposition of the other fac- 
tions. 


Regarding Watanabe stock transfer, he has not changed 
his intimidating speech that “it was a simple economic 
transaction.” Within the faction, however, harsh voices 
can be heard, centering on direct affiliates of Nakasone 
and the Fujinami group, that “Watanabe has suffered 
the same wounds in the Recruit issue.” 


As opposed to Nakasone who has difficulty making 
demands, Watanabe is exercising as much influence as 
possible in the current personnel matters. What impres- 
sion will that create within the party and within the 
faction? How will the Nakasone problem be handled? 
For Watanabe, the crucial moment is approaching. 


At the same time, it appears this will determine whether 
the Nakasone faction will be united under Nakasone in 
the future or whether they will proceed to replace him 
with Watanabe. 


[5 May 89 p 2] 


[Text] There was a general meeting of the Miyazawa 
faction on 27 April when there was a great movement 
within the party for Executive Council Chairman Ito as 
the presidential successor. Chairman Miyazawa, who 
rarely gives speeches, spoke coolly in his oratory about 
the nomination of Ito, “It is a consensus that he is the 
best person for the presidential successor and I believe he 
will be a person who will unify us as a matter of human 
nature. I hope you agree.” Ito, who has taken a posture of 
positive refusal, was silently at the side with his arms 
folded, listening to the words of Miyazawa. Applause 
arose in concert, but Miyazawa’s position is delicate in 
that he must push out Ito as the successor to the prime 
minister. 


A Political Power Further Away 


“If I resign, should I recommend Ito (Executive Council 
chairman) as my successor?”’ (Prime Minister Takeshita) 
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“He probably is the only one who can surmount this 
difficult situation.” (Miyazawa) 


According to those around Miyazawa, such an exchange 
took place at a Takeshita-Miyazawa confab on 24 April, 
the day before Prime Minister Takeshita announced his 
resignation. 


If an Ito regime is realized, it will be the first case in the 
long history of the Liberal Democratic Party where a 
person other than the leader of the faction has come into 
power. For this reason, if he becomes president, the 
prominent view is that he will leave the Miyazawa 
faction and become nonfactional. Faction elders empha- 
size that “even if an Ito administration is created, no 
problem will be created within the Miyazawa faction nor 
will Miyazawa step down from his position as chairman. 


However, it is a fact that as the trend toward “Ito as 
successor” strengthens within the faction, the centripetal 
force toward Miyazawa is weakening. Miyazawa 
resigned as deputy prime minister and minister of 
finance in December of last year due to the Recruit 
Cosmos nonpublic transfer of stock issue. Now, Ito of 
the same faction, though his factional coloring is thin, 
has surfaced as the candidate for presidential successor. 
Miyazawa’s future is grim. 


Ito, who is a buddy of the late Prime Minister Ohira, and 
Miyazawa, who did not get along well with Ohira, never 
hit it off from the very beginning. There is even a story 
that Ito griped to a key member of another faction at a 
gathering that “former Prime Minister Suzuki and 
Miyazawa and my wife, all three, do not trust me.” If Ito 
gains the reins of power, the view is strong that Miyaza- 
wa’s influence will drop more than it is now. Within the 
faction, there have been whispers that “as it is now 
(having left the faction leader’s seat without being able to 
take over political power), it will be a repetition of the 
late Shigezo Maeo.” 


Although they continue to say “there is no one more 
appropriate within the party to be prime minister,” 
enthusiasm is weaker than it was originally for 
Miyazawa, who is weak in the Nagata-cho [location of 
national government offices] methods of distributing 
money and distributing attention. 


Reaction Within Faction Is Complex 


On the afternoon of 25 April, principal fourth- to sixth- 
term Diet members of the Miyazawa faction gathered at 
a Tokyo hotel and talked about the Ito successorship 
issue. On this occasion, there were almost no speeches 
that considered the delicate position of Miyazawa. “I am 
happy just to have Ito’s name appear in the papers.” 
“Finally, we will become the presidential faction.”” The 
happy voices followed one after the other without 
reserve. 
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Even if it should become an Ito administration, the 
Takeshita faction and the Abe faction will grab the 
leadership within the party. Many key members display 
complex expressions, saying that “there is nothing good 
for the faction if Ito becomes nonfactional and 
Miyazawa is further distanced from political power.” 
The danger has even appeared that “if he does not take 
one of the three top posts in the party or the post of chief 
cabinet secretary, his power to speak within the party 
will drop further.” (leading Diet member of faction) 


There is also the observation that the move to replace 
Miyazawa with Koichi Kato or Yohei Kono as leader 
will speed up should it become an Ito administration. 
However, Kato has been wounded by the Recruit issue, 
and Kono has only been in the Miyazawa faction a short 
time. Kono was absent from the plenary session when 
the previous budget bill passed in the House of Repre- 
sentatives. He explained that “I was only showing that 
there was this kind of action to a bunch of rabble rousers. 
It does not mean that I crossed the Rubicon.” Not a few 
people within the faction, however, look askance at such 
an action on his part. 


Wariness of Watanabe’s Movements 


On the other hand, some also are wary of the movements 
of Policy Research Committee Chair Watanabe of the 
Nakasone faction. Eleven leading Diet members, includ- 
ing Yuji Tsushima, Motoji Kondo, and Sadatoshi Ozato, 
are participating in Onchi-kai, a policy group spear- 
headed by Watanabe. A rising number are pointing out 
that “if Watanabe moves to take over political power in 
earnest, he probably will rush to isolate the Miyazawa 
faction.” 


That does not mean there is no good news for Miyazawa. 
His rival, Chief Secretary Abe, is sick and hospitalized. 
The unity of the Takeshita faction, the largest in the 
party, has been clouded since announcement of the 
prime minister’s resignation. The Recruit issue is cur- 
rently focusing on the prime minister and former Prime 
Minister Nakasone and the problems of Miyazawa are 
relatively less impressive. 


Whether Miyazawa can generate positive factors 
depends on how much the centripetal force toward 
Miyazawa can be strengthened within the faction. 


[7 May 89 p 2: Komoto and Nikaido Factions] 


[Text] During the period from 25 April when Prime 
Minister Takeshita announced his resignation to 28 
April when the budget bill was voted on in a single ballot 
at the plenary session of the House of Representatives, 
the Komoto faction held a general meeting every day. 
Backing for Komoto gushed from leading Dietmen and 
younger members. “It was no good to keep silent with 
the attitude that political power would fall our way. We 
should have raised his nomination openly.” Added to 
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the sense of delay in the successor issue, irritation about 
political affairs related to sudden developments in the 
leadership of the big factions greatly undermined the 
faction. 


Hope for Ito Refusal 


On that day in the House of Representatives plenary 
session, leading members of the faction met with Exec- 
utive Council Chairman Ito in the hall of the Diet. There 
was bustling around within the faction while there was 
the story that at that time, Ito clearly had disclosed, 
though in a small voice, “I have dropped out (from 
accepting prime minister successorship).” “Ito’s refusal” 
was a ray of hope for the faction. 


Former Minister of State Komoto has sweated with 
desire for political power, emphasizing his record of 
political reform accomplished since the old Miki faction, 
and saying that “we must carry out political reform. In 
the Lockheed incident some ten years ago, the late 
former Prime Minister Miki recovered the trust of the 
people by promoting establishment of political ethics 
and seriously regarding public opinion.” There has been 
coolness within the faction, however, saying “there is the 
Sanko Steamship issue and it probably is not the time to 
take political power.” 


The majority of the party is firm on an “Ito successor- 
ship.” At the present time, while the judgment that “Ito 
will ultimately accept” has become anchored within the 
faction, the opinion within the faction of “backing 
Komoto” has been shelved as “a matter for the leading 
members” and has been left hanging. At the most, they 
say “we would like him to take vice president.” The 
name of former Deputy Prime Minister Kanemaru, 
however, has preceded him for this. Within the faction, 
there is strong concern that “the proposal for being ‘vice 
president’ in the Takeshita regime has not been dropped. 
If he is again without post...” 


Maintain Abe-Takeshita-Komoto Union 


There are grave circumstances within the Komoto fac- 
tion, but it is common knowledge within the faction that 
they “will not part from Abe and Takeshita.” (leading 
members) Komoto also has repeatedly emphasized that 
he “would like to have Takeshita come back as prime 
minister” and the posture of seriously considering coop- 
eration between the three factions of Abe, Takeshita, and 
Komoto is not crumbling. On the 2nd, he paid a visit to 
Chief Secretary Abe, hospitalized at Juntendo Hospital. 
The judgment is that “however the political situation 
changes, he can emphasize the existence of the faction by 
pushing forward with “the union of the three factions of 
Abe, Takeshita, and Komoto.“ (leading members) 


If he maintains cooperation with Abe and Takeshita, 
there is also the expectation that a good opportunity will 
again come around should the “Ito administration” 
collapse at an early date. He is promoting “the Komoto 
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faction with knowledge of policy and integrity,” com- 
bined with his previous political reforms in a plan 
putting together economic proposals, including an over- 
lay of tax reductions and review of the consumption tax, 
before the House of Councillors election. His future 
strategy is promotion of “Komoto as candidate for 
president.” 


The power held by Komoto within the faction has not as 
yet weakrned. However, it appears that opinion is 
becoming gradually stronger that if he repeatedly misses 
chances to grasp political power, “the faction will go to a 
younger member one of these days ...” 

Nikaido Faction a Thin Shadow 

The Nikaido faction, which aimed at ensuring its right to 
speak by advocating that “‘a distinction should be made 
of Prime Minister Takeshita,” was completely taken by 
surprise by the unexpected early resignation of the prime 
minister. Moreover, it took the form of unanimity within 
the party for “Ito as successor” and completely blocked 
his turn. 


Former Vice President Nikaido contacted former Prime 
Ministers Fukuda and Suzuki and former Executive 
Council Chairman Matsuno on the morning of the 26th, 
the day after announcement of the prime minister’s 
resignation and called for a meeting of elder statesmen, 
but both Fukuda and Suzuki, who embraced Ito as 
candidate for presidential successor and Abe in the role 
of coordinator, balked and it was let go. 


For this reason, he has been eager to create a way to 
somehow participate in selection of the successor, saying 
that “even if the successor is settled by consultation, 
there should be a vote of confidence at a general meeting 
of Dietmen of both Houses.” (leader) 


However, there is the experience within the faction of 
having opposed Takeshita as successor in 1987 and 
being treated coldly by the Takeshita faction. There is an 
atmosphere of giving the appearance of “being too 
prominent.” (leading member) Among the veteran Diet- 
men who talk about a change in leadership in the next 
general election, there is also a movement to effect a 
liaison with other factions at that time. For the faction, 
which continues to be placed outside the net of the 
political situation, they are being driven into a tight spot 
to maintain their faction. 

* Corporations Move Toward Multinationalization 
41060101 Tokyo NIHON KEIZAI SHIMBUN in 
Japanese 3 Apr 89 p 17—-FOR OFFICIAL USE ONLY 


[Article by Sanno College Professor Hanada Mitsuo] 
[Text] [Boxed item: (1) Multinationalization of Japanese 
corporations is rapidly evolving as seen in examples of 
establishing a head office for general control of local 
offices and structuring a global information network. 


(2) However, “evolution” is hardly achievable when a 
company perceives the establishment of a management 
system in the multinationalization stage only from a 
narrow viewpoint of control by the head office in Japan. 
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(3) Even for a smooth transfer from multinationalization 
to the ensuing globalization stage, it is necessary to shed 
the mentality faithful to centralized head office control 
and to reconstruct a management system for the ultimate 
goals of cultivating a corporate culture acceptable to the 
world communities and to nuture global employees. ]} 


Individual Judgment Weighed 

Multinationalization of Japanese corporations is in 
progress. Recently, many aggressive corporate activities 
are on the scene aiming at multinationalization, such as, 
building a global information network, incorporating a 
head office .or general control of local offices, and 
appointing local employees to management positions. 
However, corporations should be aware that multina- 
tionalization is merely a passing phase. 


The writer views that there are 5 different stages of 
overseas development of Japanese corporations, with 
specific management strategies and organizational per- 
sonnel systems: (1) the export-oriented stage, (2) local- 
ization, (3) internationalization, (4) multinationaliza- 
tion, (5) globalization. 


Current concerns of European and American multina- 
tional corporations relate to how to gear up into the 
globalization stage from the multinaticaalization stage. 
What, then, are the characteristics of businesses in the 
globalization stage? 


First of all, in the multinationalization stage preceding 
globalization, various networks are built among overseas 
subsidiaries for mutual cooperation in production spe- 
cialization and coordination, procurement of parts, 
adoption of common parts, R&D (research and develop- 
ment), stock reduction, etc. For coordination of these 
activities, organizational structural reform is performed 
as evidenced by incorporation of an overseas head office 
for general control of local offices. Corporations in this 
stage will devise various systems for integration and 
adjustment in order to operate trouble-free multination- 
alized overseas businesses. 


In contrast, it is necessary to have a highly mobile 
business operation in the globalization stage in order to 
avoid mistakes attendant with a system-dependent oper- 
ation, which frequently misses business opportunities. 
To accomplish this, a global autonomous organization 
will be formed by reshaping a vertical organizational 
chain of command system linking a corporate head, an 
overseas locai head, an overseas subsidiary, enabling it to 
secure and provide a large number of business operators/ 
business managers suitable for global business with their 
hands free for action. 


In other words, it can be described as a business devel- 
opment capitalizing on the mental adaptability of indi- 
vidual employees, that is, dependence on the individual 
judgment and action of corporate employees rather than 
on the internal system. For this, it becomes necessary to 
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have a clear firm management philosophy and principles 
which can control the activities of each and every 
autonomous global employee instead of the formal orga- 
nized control pattern of an organizational system. 


For example, one of the typical global corporations, 
Mobil Oil, had once placed a general European control 
point in London. However, managers who were able to 
draft global strategic proposals increased in each subsid- 
iary under the European head office, and subsidiaries 
matured enough to independently communicate with 
one another and mutually make adjustments. The Euro- 
pean control point was therefore dissolved for advance- 
ment and the coordinating division of the corporate 
head office was refurbished with the function of the 
former European control point. 


In short, on the contrary, local general head offices are 
being dissolved, considering that their role was com- 
pleted, whereas Japanese corporations are now zealously 
competing to introduce a local head office. 


Also, SKF, the world’s number-one or -two multina- 
tional ing maker, whose corporate head office is 
located in Sweden, had 6 plants (locally incorporated) in 
Europe, including France, Italy, Spain, West Germany, 
the U.K., as well as Sweden, and their production 
activities were well rooted in each country in the 1970’s. 


Entering the eighties, the company switched from an 
organizational system to a production system that spe- 
cialized in products for each country and made most of 
the scale profit in order to maintain competitiveness. 
This move is applicable, so to speak, to the advancement 
from the localization stage to the internationalization 


stage. 


However, because of emerging problems, such as a 
request from a plant in a specific country to switch to 
higher value-added products and, concurrently, a slow- 
ness in responding to market needs without an organi- 
zation to coordinate matters among plants, the company 
set up a local general control point for coordinating 
marketing and sales in Belgium and a base in charge of 
technical development/production coordination in the 
Netherlands in the first half of the eighties. 


This move was exactly the same as the current Japanese 
corporations’ trendy creation of a local general head 
office comparable to multinationalization. However, 
SKF’s approach to the base operation was incredibly 
different from that of a Japanese corporation. A certain 
allotted number of human resources was assigned to 
both bases in Belgium and the Netherlands from the 
previously mentioned foreign subsidiaries in order to 
adopt a system wherein employees from foreign subsid- 
iaries were stationed at both bases on a regular basis. 
Furthermore, stationed workers were replaced by repeat- 
ing reshuffling of personnel every few years. 
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local general base. This move is definitely identifi- 
able as a case of progress from multinationalization to 


The organizational system that SKF built in the multi- 


here, their monolithic control system to a highly mobile 
system by enriching their human resources with people 
capable of drafting global strategies and by expanding/ 
improving foreign subsidiaries. 


On the contrary, the multinationalization steps of Japa- 
nese corporations are predominantly paint>d with a 
control function intended to shift the contre: and coor- 
dination of the corporate head office in Jap2:: to the local 
head office. It seems hardly likely that they would 
entertain an idea to cultivate workers with global think- 
ing in a local general head office from a standpoint of 
medium- to long-term planning and to implement global 
operations using them as central figures. Real globaliza- 
tion can never be reached without the idea to reshape the 
local general head office from a mere control model to a 
cultivation model. 


What kind of preparations does a Japanese corporation 
need to advance from multinationalization to globaliza- 
tion in the future? The following can be suggested: 


First, with regard to business management, there are 
frequent discussions of the wisdom of adding foreigners 
to the executive corps. However, it is not the plain 
director but the managing director that holds the key 
even then. A managing director can participate in the 
managing directors conference where important business 
Strategies are discussed and relevant decisions are made. 


It is imperative for a multinational corporation to allow 
talented executives of other nationalities who have glo- 
bal ideas and vision to participate at the table where 
overseas project strategies are to be discussed. Appoint- 
ing men of other nationalities managing directors or 
higher executives seems to be effective, in many senses, 
in preparing conditions for globalization. 


Next, what about business managers? Whenever the 
writer met a director or project director-level people in 
charge of foreign affairs in a company very aggressive 
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about going overseas, the writer was impressed by the 
unanimous unshakable confidence in their ability to 
manage the overseas business operations. However, 
what is doubtful is how much they understand the 
organizational system of European- and American-style 
global corporations and the excellent caliber of their 
managers. Sooner or later, Japanese companies will be 
shut out of overseas markets if they think of everything 
in terms of market shares. 


Can these business managers really carry a sophisticated 
and extensive conversation with foreigners on the sub- 
ject of art and science? Perhaps they are not suitable for 
being autonomous global business operators, although 
they may weli be in charge of global business. To come to 
the point, it is unforeseeable that globalization of Japa- 
nese corporations will progress unless the manager class 
grows out of the business practice of centralizing power 
in the corporate head office in Japan and in Japanese 


personnel. 


Highly Motivated Lower Administrators 


Also, it is an important point to uplift the morale of 
general administrators. In reality, there are probably a 
large number of employees who have prematurely con- 
cluded that they themselves have nothing to do with the 
global business, although they may be administrators in 
a so-called multinational corporation, if they do not 
belong to an overseas business department or they do not 
have direct contact with overseas. 


It is highly recommended that everyone, as long as he is 
working in a multinational corporation, should know 
that he cannot be a total stranger to global business 
development no matter which department he is working 
for. It is, therefore, imperative to review individual work 
to appreciate its direct and indirect connection with 
overseas. 


In these multinational corporations, even a corner of a 
local factory cannot help but have some kind of involve- 
ment with activities related to overseas. Moreover, 
transformation to a global business requires every man- 
ager or administrator of a plant to cultivate his global 
awareness. 


In order to realize expansion of overseas business 
demanded in the globalization stage and attend to flex- 
ible handling of the situation, each employee should be 
ready for self-determination and free decisionmaking. 
The “organizational system” served to pump up the 
centripetal force as a decisionmaking criteria in the 
multinationalization stage. 


However, for highly mobile interaction, workers cannot 
depend solely on that. They need a new centripetal force, 
construction of a fair and strong business culture. Unfor- 
tunately, many Japanese companies hesitate and do not 
apply their business culture overseas, although they have 
established it in the homeland. 
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A specific manager’s charisma works as the centripetal 
Srp SO eapnney many companies enenp Gane Ges 
made progress in overseas business development. How- 
ever, it is more crucial for an aspiring global business to 
cultivate a simple, clear, and open business culture. 


In the globalization stage, the Japanese are not the only 
people who are turning the wheel of business. To prepare 
for it, it is necessary while in the multinationalization 
stage to build a system for selecting, fostering, and 
utilizing talented people of nationalities from literally all 
over the world. Mere coordination and control of mul- 
tinationalized overseas business should not be a motiva- 
tion to grapple with multinationalization. Rather a new 
idea should be the base for that effort. 


As discussed above, it is recommended that the people 
who take part in overseas business development in 
Japanese companies pursue multinationalization not 
only as a means for control by the corporate head office, 
but also regard it as a means for smooth transition to 


globalization. 


* Regional Control Firms Increase in Number 
41060112 Tokyo NIHON KEIZAI SHIMBUN in 
Japanese 24 Apr 89 p 19—FOR OFFICIAL USE 
ONLY 


{Article in the “Economics Classroom” column by 
Haruo Takahashi, director of the International Opera- 
tions Research Office of the Enterprise Research Asso- 
ciation: “An Increasing Number of Japanese Enterprises 
Operating Overseas Are Organizing Regional Control 
Firms in Europe and the United States To Localize 
Operations of Their Subsidiaries”’] 


[Text] [Boxed item: (1) An increasing number of what 
are regarded as advanced Japanese international corpo- 
rations are setting up regional control firms to operate 
their subsidiaries more effectively and at a greater stra- 


tegic advantage. 


(2) Regional control firms perform the staff function of 
providing advice and guidance to holding companies 
and overseas subsidiaries; coordinate overall aspects of 
operation such as sales, manufacture, and research and 
development; and play a role as a parent body in 
promoting new businesses overseas. 

(3) To give fullest play to the functions of regional 
control firms, it is necessary to specify stage-by-stage 


roles for them in keeping with the development of 
overseas Operations. } 


Operations Oriented From Long-Term Perspective 


The quantitative increase in overseas investment by 
Japanese firms is bringing about a qualitative change in 
the management of international business operations. 
For several years, an increasing number of what they call 
advanced Japanese international corporations, such as 
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Honda Motor, Sony, Matsushita Electric Industrial Co, 
Asahi Glass, Yamaha, and Nomura Securities, have been 
on the move to set up regional control firms overseas. 
This mirrors a concrete adaptation to the changing 
situation in the form of reorganizing the mechanisms of 
international operations. 


Last November the Enterprise Search Association con- 
ducted a fact-finding survey of 120 international enter- 
prises, including automobile, electric appliance, machin- 
ery, precision instrument, and chemical firms by sending 
out a questionnaire. Of this total, 70 companies 
responded. According to the survey, 25 said they have 
“regional control companies (35.7 percent); 17 (24.3 
percent) said that they are ’considering™ setting up such 
firms; and 11 (15.7 percent) said they "will consider it in 
the future.“ In other words, 75 percent (53 firms) either 
already have regional control firms, are currently con- 
sidering, or will consider in the future organizing such 
companies. 


There are two reasons, among others, which underline 
this move: 1) In coping with the increase in the propor- 
tion of overseas operations, it has become necessary to 
set up an effective operational system in the field; 2) 
there has arisen the need to provide direction to the 
operation of overseas subsidiaries as a whole from a 
long-term perspective. There is still another factor 
requiring establishment of a regional control company, 
namely, the goal of making subsidiaries operate as local 
firms in major overseas areas, such as the United States, 
Europe, and Asia. 


On the basis of the results of the survey, we will now 
examine the current state of and the future prospects for 
regional control companies. 


First, the holding company form is the prototype for 
regional control firms, which are aimed at gaining the 
merits of economic rationality. By bringing overseas 
subsidiaries under its wings, a regional control firm seeks 
to reap tax benefits. 


For example, a certain number of subsidiaries in the 
United States are in the black, while some others are in 
the red. If all these subsidiaries come under a holding 
company, the profits and losses are offset against each 
other. According to the survey, nine companies regard 
the regional control firm simply as a holding company, 
and as far as these firms are concerned, this role of 
regional control firms will remain practically unchanged 
in the future. 


Regionally Integrated Staff Function 


As a next step, the holding company will take the 
initiative to establish various systems aimed at effective 
business operations. To be more specific, as a field agent, 
the holding company, in liaison with the head office in 
Japan, will set up, for the purpose of promoting business 
operations, a total system of operation encompassing 
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planning, research, legal affairs, auditing, information 
processing, public relations, advertisement, personnel 
affairs, and training programs. 


Through this system, the holding company performs its 
staff function of providing advice and guidance to the 
subsidiary firms. The holding company handles those 
business operations cited above more effectively than 
subsidiaries would handle them separately, and what is 
more, the will of the group as a whole can thoroughly 
penetrate the subsidiaries. 


According to the survey, 16 firms regard the staff func- 
tion as the principal role of regional control companies, 
and the number of such firms is expected to increase in 
the future. Among Japanese firms operating in the U.S. 
market, a move is afoot to integrate the staff functions 
which have been borne by several bases of operation. 


In Europe, it has become necessary to take EC-wide 
unitary measures to maintain the ability to adapt to the 
market peculiarities of each host country. The question 
is who will play the key role in taking integrated opera- 
tional measures, particularly to cope with the integration 
of the EC markets scheduled for 1992. 


It will be the duty of the regional control company to 
contact EC-level economic organizations and business- 
men’s organizations; to carry out public relations activ- 
ities, conduct surveys, collect information, and lobby 
with regard to the EC Commission, and to contact and 
negotiate with the European Parliament, the European 
Court, and various other EC organizations. 


What comes next in importance is the localization of 
business operations. At present, as the international 
business operations of Japanese firms expand from sales 
to production, including research and development 
(R&D), the idea of coexistence and coprosperity with 
host countries becomes necessary. Localization of oper- 
ations means the process of utilizing local manpower, 
materials, money, and information as effectively as 
possible overseas. 


The urgent tasks that international firms should tackle at 
the current stage are: in personne! affairs, to employ local 
managerial staffs, including officials at the level of 
company president, and to carry out personnel educa- 
tion and training; in supply of materials, to procure parts 
locally (local content); and in funding, to raise and 
mange funds effectively. 


As things stand now, overseas firms depend largely on 
their head offices in Japan for technology and manage- 
ment know-how—the core elements of business opera- 
tions. However, in the future, it will ultimately be 
necessary to localize this area also. 
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Through this process, the state of “self-perfection” will 
be achieved, in terms of research and development, 
production, sales, services, and know-how of all kinds, to 
achieve the globalization of operations, the stage at 
which a cooperation develops into a multinational enter- 
prise. 


To this end, the regional control firm will assume the 
promotion and coordination function. As a matter of 
fact, what they call advanced Japanese international 
firms, having perfected sales and production functions, 
are now in the process of pushing the localization of 
research and development, and some of them have set up 
regional control companies to push this localization as a 
strategic goal. 


According to the survey, 24 firms (42.8 percent) listed 
this localization as the present role of regional control 
companies, and the firms that said they will stress this 
role in the future account for the highest percentage (37.5 
percent) among all the respondents. 


The third role is that of coordinating overall aspects of 
operations ranging from sales and production to research 
and development and to promotion of new businesses 
overseas. 


According to the survey, only seven firms (12.5 percent) 
listed this as a present role, but 22 firms (22.9 percent) 
said that a regional control firm will come to assume that 
role in the future. This may be interpreted as meaning 
that after getting ready to perform a research and devel- 
opment function, the regional control firm will seek to 
become a localized regional company, separate from the 
Japanese parent firm, in order to push the development 
of new commodities and new businesses in keeping with 
market conditions in the field. 


President Tetsuo Suzuki of Hoya, a firm which set up a 
regional control firm in Holland, clearly presented the 
future vision in the following words: “We have 10 
subsidiaries in Europe, and because they were under the 
control of different operational departments of the par- 
ent firm in Japan, they have not had much horizontal 
liaison among them. But. in coping with the EC move to 
integrate its markets into one, the headquarters company 
will be assigned the function of integrating these subsid- 
iaries in Holland in order to produce the kinds of 
commodities needed by the European market. In several 
years, a European-style Hoya, distinct from the Japanese 


type, will emerge.” 


It will take considerable time to realize this function, but 
this global vision will make it possible to pursue the goal 
of coexistence and coprosperity overseas. 


How To Overcome Organizational Duplication 


However, there are several problems associated with 
establishment and operation of a regional control com- 
pany. The first problem is what place the regional control 
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firm should be given in promoting international opera- 
tions. To be more specific, the problem is how to 
overcome the organizational “overlapping” that arises 
when the existing straight-line chain of command 
between the head office and overseas subsidiaries is 
duplicated as a result of interpositioning a regional 
control company between the head office and overseas 
subsidiaries. 


Even now, in international operations by Japanese firms, 
the line of distinction between the responsibilities and 
authorities of the head office in Japan and those of 
overseas subsidiaries is said to be obscure. 


It may sound like carrying coals to New Castle, but a 
regional control firm finds its reason for existence in 
having an ability to complement the links between the 
head office and the subsidiaries through its intermediary 
functions. 


A stage-by-stage approach to the globalization of opera- 
tions is also needed, and the role of a regional control 
firm should be clearly defined as to what should be done 
at the present stage and how extensive its future domain 
of duty should be. This is all the more so where the head 
office in Japan has diverse branches of operations and 
the overseas subsidiaries come under its different oper- 
ational departments. 


Toshiba, which has recently established a regional con- 
trol company in New York, defines the role of this New 
York firm as a holding company in control of the five 
operational supervisory firms recently established in the 
United States. 


This regional control company is so structured as to 
function as a mechanism for controlling ihe operations 
of these five operational supervisory firms and for pro- 
viding overall support and advice to them, with a direct 
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link to the international department of the head office. 
The operational supervisory firms were established by 
integrating and reorganizing along the lines of operation 
the separate sales, manufacturing, and product develop- 
ment bases that were formerly under each operational 
department of the head office, and exercise control over 
them as operational headquarters. 


The second problem involves the top management of the 
regional control company. The “position” in the head 
office of the top management of the regional control 
company is a concrete barometer of the strategic impor- 
tance attached to the company. At present, in many 
cases, the head of a regional control company is equiv- 
alent in rank to a director, board member, or executive 
director. 


However, the volume of sales registered by some 
regional control companies is greater than that of domes- 
tic sales, and some companies, Sony among them, 
appointed officers with the rank of vice president to head 
their regional control firms overseas. 


The ultimate objective of regional control firms is to 
build an operational capacity overseas equivalent to that 
of the head office in Japan. To this end, a strong 
leadership and a strong enterprising spirit are needed. 


In fact, when we look back on the deveiopment of typical 
Japanese international enterprises, we notice that there 
were always key figures who had a burning desire for 
internationalization as a driving force. The accumula- 
tion of management resources under an enterprising 
vision on the part of the leader, be he Japanese or a 
native leader, is a prerequisite for a regional control 
company to develop into a “regional head office”’ in the 
true sense of the words. 


Present and Future Roles of Regional Control Firms 


Present Role 
9 (16.1) 


Roles 
Role as holding company 


Staff role, such as handling of interna- 16 (28.6) 
tional finances, taxes, personnel 
affairs, public relations overseas 
Overall coordination of operations 24 (42.8) 


among regional subsidiaries in sales, 
manufacture, R&D 


Future Role (5 years hence) 
9 (9.3) 
29 (30.3) 


36 (37.5) 
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Role as a parent body to launch new 7 (12.5) 
businesses overseas with the combined 


efforts of subsidiaries 


* Tokai, Mitsui Banks Make Long-Range Plans 
41060114 Tokyo NIKKEI KINYU SHIMBUN in 
Japanese 7 Apr 89 p 3—FOR OFFICIAL USE ONLY 


[Text] On 6 April 1989, the Tokai and Mitsui Banks held 
this year’s first quarterly branch managers’ conference 
and explained their new long-range management plans. 
Tokai’s plan is for a period of 3 years, while Mitsui 
allocates 4 years to its plan; however, both banks are 
targeting their operations for increased profitability so 
that sound foundations for their operations as union 
banks can be firmly established. They also regard satis- 
fying the net worth ratio required by the Bank for 
International Settlements (BIS) an important problem to 
deal with. 


Tokai’s long-range plan is the eighth of its kind. Liber- 
alization and the development of internationalization 
are rapidly changing the financial world. Claiming that 
““change provides the best opportunity to leap forward,” 
Tokai is working toward establishing itself as the world’s 
first class universal bank. 


The challenges in more specific terms are listed as 
follows: (1) dealing with the problem of conforming to 
the BIS regulations; (2) strengthening highly profitable 
retail business; (3) aggressive development of investment 
banking; and (4) strengthening business relationships 
with large corporations. The bank also places importance 
on the training of its personnel. The projcct’s final year, 
the 3d year of Heisei, falls on the date of the bank’s 50th 
anniversary. 


Mitsui has designated its long-range plan, the | Sth of its 
kind, as “Special Stage 1” (SS1), an indication of the 
importance of this period in the leap forward toward 
becoming a universal bank. The bank will work toward 
improving its ROA (rate of profit to total assets) and its 
ROE (net profit to net worth ratio), and, at the same 
time, toward realizing expansion of assets and meeting 
the BIS regulatory requirements. 


Its important strategies are: (1) the strengthening of retail 
business with a metropolitan area as its nucleus; (2) 
establishing its capability as a first class investment 
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22 (22.9) (Note: This table is based on 
a poll conducted by the Enterprise 
Research Association by means of a 
questionnaire. A total of 25 firms 
answered the questions on the present 
role, and 53 firms responded to the 
questions on the future role. Multiple 
answers were given to questions in 
both categories. Figures in parentheses 
show the percentage of firms answering 
each question out of the total number 
of respondents.) 


bank; and (3) the strengthening of group power. 
Strengthening international business, especially in 
regions in Asia, is emphasized. 


Almost all long-range plans undertaken by the bank in 
the past were of 3-year duration; however, the new plan 
is for the period of 4 years. This will enable the bank to 
meet the BIS requirements (the net worth ratio will be 8 
percent in 1992). 


Among city banks, in addition to these two banks, the 
Dai-Ichi Kangyo Bank and the Kyowa Bank will begin 
their new long-range plans this year. Their plans will be 
revealed, one after another, at branch managers confer- 
ences to be held after 7 April 1989. 


Government To Open Securities Market Next Year 
OW 2305 145089 Tokyo MAINICHI DAILY NEWS 

in English 17 May 89 p 7—FOR OFFICIAL USE 
ONLY 


{Text} The Ministry of Finance has decided to allow 
foreign stock trading companies to engage in the securi- 
ties investment trust business from early next year, to 
ease frictions with the U.S. in financial businesses, 
sources reported Saturday. 


Under the current Securities Investment Trust Law and 
the Securities and Exchange Law, only 14 investment 
trust management companies affiliated with major Jap- 
anese securities houses can operate in this field. 


The decision came following an announcement by an 
advisory group to the Finance ministry that there was no 
reason to prevent foreign stock trading companies from 
entering the securities investment trust business in 
Japan. 


The advisory group, working under the chief of the 
Ministry’s securities bureau, reported on the results of a 
study into how to liberalize and internationalize the 
securities investment trust business. 


The group looked at the present state of the investment 
trust business and worked out a set of theoretical rules 
for conducting investment business in the future. 
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The report, on the other hand, did make the point that 
Japanese city banks should not be allowed into the 
securities investment trust business, on the grounds that 
such a deregulation could lead to potentially damaging 
conflicts in the industry. 


Major city banks have been pushing for a reform of the 
present system to bring it in line with Europe, where 
banks are allowed to partake in securities investment 
trading. 


The Finance Ministry had not approved the entry of 
foreign firms into this business until now, because the 
net assets of Japan’s investment trust industry were low 
and the market was seen as not being sufficiently com- 
petitive. 


However, the recent so-called “zai-tech boom”—the 
spread of knowledge and techniques whereby big profits 
can be made on the investment market—has led, since 
1986, to a rapid increase in net assets. 


By the end of 1988, net assets totaled more than 52 
trillion yen, a nine-fold increase compared with 1978. 


Demands by foreign companies to be allowed to partic- 
ipate in the remarkably expanded japanese market have 
thus grown and the ministry, under increased pressure 
Owing to the huge trade surplus with the U.S., has been 
working toward the liberalization of the industry. 


The conditions of approval are to be decided by the end 
of 1989 and final approval is expected early next year. 


Defense Agency Wants U Hardware 
OW2905 192789 Tokyo JIJI in English 1307 GMT 
29 May 89—FOR OFFICIAL USE ONLY 


[Text] Tokyo, May 29 (JIJI PRESS)—The Defense 
Agency will request budgetary appropriation to beef up 
Japan’s military equipment in the fiscal 1990 budget, 
Defence Agency Director General Kichiro Tazawa said 
Monday. 


Tazawa, outlining the fiscal 1990 defense program, the 
base of the Defense Agency’s budget requests for the next 
fiscal year, called for a substantial improvement in 
Japan’s military arsenal in the year, the last yar o the 
midterm military buildup program. He made the 
remarks in a briefimg with the chief of the Joint Staff 
Council, the chiefs of staff of the Ground, Maritime, and 
Air Self-Defense Forces and the head of the Technical 
Research and Development Institute. The outline 
included requests for new tanks and a second aegis air 
defense system. 


For the first time, it called for expenses to develop 
military research projects jointly with the United States. 
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Other allocations are for improvements in Japan’s sur- 
face-to-air missile (SAM) force by extending the range 
and making it more weather resistant, and to develop the 
GRX4 short-range torpedo employing a lithium engine. 


Prime Minister Noboru Takeshita, at a meeting of high- 
ranking self-defense officers the same day, underscored 
the need to pursue high-quality defense buildup. The 
need is particularly important since Japan’s defense 
buildup efforts will contribute to not only peace and 
security of Japan, but peace of Asia and the entire world, 
he said. 


* MSA To Build Armed High-Tech Patrol Craft 
41050094 Tokyo TOKYO SHIMBUN in Japanese 
9 Apr 89 p 27—FOR OFFICIAL USE ONLY 


{Text} A plan to assign to the Marine Safety Agency 
[MSA] the task of accompanying ships carrying pluto- 
nium, refined in Europe’s nuclear fuel reprocessing 
plants, has been firmed up. In April the agency began 
reviewing specific measures for carrying out the new 
task, such as the construction of a large-size patrol vessel. 
The reason for selection of the Maritime Safety Agency, 
rather than the Maritime Self-Defense Force already 
equipped with its own self-defense ship to prevent 
“‘nuclear highjackings” involving plutonium transports, 
was that the Foreign Ministry source was voicing objec- 
tions. “If one considers public opinion, it is more appro- 
priate to use a patrol craft.”” As soon as a formal “go” 
signal has been received from the government, the 
agency will finalize its specific plans for building a new 
patrol craft in order that its cost can be incorporated into 
the 1990 budget request summary to be submitted this 
summer. 


Plutonium is a secondary product contained in the 
burning gas of uranium fuel used in atomic power plants, 
and when recovered and reprocessed, it can be used 
again as fuel. Although Japan is working toward estab- 
lishing a nuclear fuel cycle, it does not, as yet, have any 
reprocessing plant for commercial use, so England and 
France are being commissioned to handle the reprocess- 


ing. 


In October 1988, when revision of the document 
attached to the U.S.-Japanese Atomic Power Agreement 
allowed the transportation of plutonium by sea, as well 
as by air, it generated heated debate among the Japanese. 
Japanese electric power companies, however, intend to 
use plutonium produced in Britain and France, and its 
transportation to Japan will begin in 1992. 


Difficulties associated with air transportation include an 
objection by the State of Alaska, that, although the state 
lies directly in the air route, there is no guarantee of 
indemnity in the event of a plane crash; and a US. 
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Government request, officially recognized but impossi- 
ble to comply with, requiring Japan to develop a special- 
ized plutonium container which can withstand a fall 
from an altitude of 10,000 meters. The situation, there- 
fore, warranted an immediate switchover to sea trans- 
port of plutonium. 


Marine transportation has a problem of its own; that is, 
a vulnerability to nuclear highjacking by terrorists. Since 
unarmed specialized transports would be an easy target 
for terrorist attacks, the United States requires its 
nuclear transports to be guarded by armed patrol ships. 
Following this practice, Japan has decided to assign 
either Self-Defense ships or MSA patrol crafts to this 
task. If Self-Defense ships are utilized, however, an 
objection that “this is tantamount to dispatching troops 
overseas,” is certain to be raised, and other countries 
possibly may object to Japanese Self-Defense ships cruis- 
ing in their territorial waters. For this reason, the Marine 
Safety Agency appeared to be the logical choice. 


The director of the agency said, “As long as we are 
provided with a new patrol craft to guard the transports, 
I have no objection.” 


According to MSA, plutonium transports, as a general 
rule, make a voyage from Europe to Japan with no port 
of call. If the Panama and Suez Canals are to be avoided 
because of the political situations involved, it will be 
necessary for the plutonium transports to sail around the 
southernmost extremities of either South America or 
Africa, a distance of over 30,000 kilometers requiring 
approximately 2 months to complete a one-way voyage. 
It is essential, therefore, to build a patrol ship which can 
weather such a long-distance voyage. 


The largest class patrol craft currently maintained by the 
agency is the “Mizuho,” (5,300 tons) with a cruising 
distance of approximately 15,000 kilometers. A new 
patrol craft will be a 6,000-ton class ship with a larger 
fuel tank; and its arms equipment, likewise, will go 
beyond the existing 35-millimeter caliber machine gun 
equipment. For a radar net, the agency will utilize the 
latest equipment, reflecting its plans to design this as a 
truly high-tech patrol craft. According to the agency 
director, “although we have not yet received any word 
on an official decision, if we are to undertake this 
assignment, building a new patrol ship alone will cost us 
over 150 billion yen. Since we cannot possibly come up 
with this kind of money from our budget, we have 
proposed that STA [Science and Technology Agency] 
and the Power Reactor-Nuclear Fuel Development Cor- 
poration put this item into their budgets.” 


MITI To Set Up Aircraft Testing Center 
OW2705 153389 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 23 May 89 Evening Edition p I—FOR 
OFFICIAL USE ONLY 


[Text] The Ministry of International Trade and Industry 
{[MITI] has been firming up plans to set up the world’s 
most advanced comprehensive aircraft testing center to 
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tone down Japan-U.S. friction in high technology and 
strengthen the capability to develop aircraft. The pro- 
posed center will be equipped with facilities, which are 
largest in scale and best in quality by world standards, 
including facilities to test engine performance at a high 
altitude, and wind tunnels for supersonic airliners, and 
the MITI will call on domestic and foreign aircraft 
industries to make use of the center. Project study 
expenses will be included in the Fiscal 1990 budget and 
the center, costing a total of 900 billion yen, is planned to 
be completed by the year 2000. By opening the research 
and testing facilities to foreign countries, Japan hopes to 
parry antagonism brought about by the issue of develop- 
ing the Air Self-Defense Force’s next generation support 
fighter (FSX) and make the center a basis for a signifi- 
cant Japanese contribution to international joint devel- 
opment of aircraft. 


The name of the testing center will be “Cor ,. -nensive 
International Aviation Test Park” (provisional) and the 
proposed construction site will be a 4 million-square- 
meter plot, located in the coastal area near the interna- 
tional airport. Aside from facilities to check “high Rey- 
nold’s number wind tunnels” and “facility to test engine 
performance at a high altitude,” there will also be testing 
facilities for “large ultrasupersonic wind tunnels” and 
“ram jet engines” for developing supersonic airliners, 
which will be the eye-catchers in the early 21st Century. 


The U.S. National Aeronautics and Space Administra- 
tion (NASA) and the Boeing Company have testing 
facilities for large transonic wind tunnels, while the 
British Royal Aviation Technology Institute possesses 
facilities for testing engine performance at high altitude. 
However, facilities planned for the test park will be way 
superior in scale and quality, and it will be unprece- 
dented, in that various facilities will be gathered in one 
place. The park will also have an international confer- 
ence hall and a heliport. 


The construction expenses for the test park will be 
around 880 billion yen, and it will have around 1,000 
personnel working round the clock. Annual maintenance 
cost is expected to be 24 billion yen, and this is expected 
to be covered by rental fees paid by domestic and foreign 
aircraft companies using the facilities. 


Space Committee Discloses Development Policy 
OW2505032189 Tokyo NIHON KEIZAI SHIMBUN 
in Japanese 18 May 89 Evening Edition p 1—FOR 
OFFICIAL USE ONLY 


[Text] A summary of the new space development policy 
outlines which map out the basic policy of Japan’s space 
development in the 21st century was disclosed on 18 
May. The outlines have been worked out by the Space 
Development Committee [SDC] (with Science and Tech- 
nology Agency Director General Miyazaki as its chair- 
man), which had reviewed these outlines for the first 
time in 5 years. Included in these outlines are the 
promotion of Japan’s own manned flight project, with 
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such practical programs as the utilization of communi- 
cations satellites for commercial purposes being shifted 
to private enterprises. Based on the understanding that 
Japan’s technology in space development has reached 
the international level, the outlines include highly-moti- 
vated plans for promoting space development. 


In 1987, the SDC set up a subcommittee to study 
long-term policies (with Isamu Yamashita serving as its 
chairman) to work out new policy outlines. 


The new outlines state that Japan has finally reached the 
international level in its research and development of 
rockets and satellites. In studying and developing rockets 
and satellites, Japan aims to reach the level of the 
advanced Western nations in space development. The 
outlines also cite the development of a more highly 
comprehensive space system, including space shuttles 
and space stations, as future objectives. 


Included in the current outlines are the development of 
homemade H-2 large rockets capable of launching two- 
ton satellites and the participation in the space station 
program jointly promoted by the United States, Canada, 
and European nations. Meanwhile, on the basis of these 
plans, the new outlines include projects aimed at pro- 
moting further diversified use of outer space. 


In this connection, the outlines state clearly, for the first 
time, that a project to develop the Japanese version of 
space shuttles connecting space stations and earth will be 
started. Also included in the outlines is a project to 
sound out the possibility of developing Japan’s own 
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space station. The outlines also state that related tech- 
nologies should be accumulated through promotion of 
the international cooperative projects and that Japan 
should make contributions to the international commu- 
nity through providing aid to the earth observation 
project and to developing nations. 


The new outlines also include a plan to shift projects for 
developing and launching satellites to the private sector, 
because such projects are generally carried out by the 
private sector in advanced nations of the West. The plan 
for integrated government and private efforts as noted in 
a provision of the current outlines which reads that “the 
state will support the technological development of pri- 
vate enterprises” will be eliminated so that private 
enterprises can promote their own programs and carry 
out their own research and development independently. 


It is observed that one of the reasons industrial circles 
should break away from government support lies in the 
fact that the United States has intensified its repulsion 
against government support for the space industry. 
Because satellites and the aerospace industry are among 
the areas that the U.S. Trade Representative (USTH) 
office has listed as Japan’s trade barriers, it seems that 
the outlines also aim at preventing U.S. sanctions against 
Japan. 


In this connection, the outlines call on users and manu- 
facturers to take the lead in developing satellites for such 
purposes as communications, broadcasting, and meteo- 
rological observation. The outlines also call for their 
participation and cooperation in such _ large-scale 
projects as the space station project to be promoted 
mainly by the state. Also listed in the outlines is a plan 
for studying measures to secure sufficient funds to fur- 
ther activate the vitality of the private sector. 
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